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HE present state of abnormal ease 
in the money market and the dif- 
ficulty of obtaining a reasonable 

return on invested capital brings up an 
interesting point in connection with a 
company’s moral obligations towards 
the holders of its bonds and preferred 
socks. Is a management justified in 
thinking only of its common stockhold- 
ets? Or, should some consideration be 
given to the interests of bondholders 
and preferred stockholders, even though 
there should be some clash between 
what is best for these and what is best 
for tolders of the common? 

Bringing the situation down to prac- 
tical terms, it is this: over the past two 
or three years scores of companies have 
refunded their bonds at a lower rate of 
interest or have succeeded in forcing 
the exchange of a high-rate preferred 
stock into one paying a materially lower 
rate of return. Now, many of these 
new securities are selling above the 
price at which they might again be 
called. In other words, many com- 
panies having reduced their fixed 
charges from a 6 per cent basis to a 
4 per cent basis are in a position to 
make a further cut to, say, 3 per cent. 
Should they do so? 

A strong argument can be put for- 


ward that the stockholders are the own- 
ers of the business, that the bondholder 
is merely one who has lent money to 
it and that, so long as he gets paid, 
there is no cause for complaint. On the 
other hand, have those that bought the 
company’s bonds and preferred stocks, 
risked their money in the business when 
perhaps it flourished less luxuriantly 
than it does today, no right to consid- 
eration at all? Of course, there is no 
legal obligation to defer a possible re- 
funding operation, but morally we be- 
lieve that there is a point beyond which 
a company should not go in cutting 
down the income on which dependent 
investors live. 

The point at which the investor 
should be considered over the common 
stockholder is not a fixed one; it de- 
pends upon many things. Directors 
must weigh the return being received 
by the holders of the common and the 
money they have invested in the busi- 
ness. They must think of the future 
safety of the company in passing 
through another depression, for the 
concern obviously will be the stronger 
the lower its fixed charges. At the 
same time, if the company is in a strong 
financial position and its common stock- 
holders are receiving reasonable divi- 
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dends, there is no justification for taking 
the last pound of flesh from the breast 
of those holding bonds and preferred 
stocks, just for the sake of making com- 
mon dividends a few cents larger. 

In view of the reports current that 
companies in the refunding market not 
long ago are contemplating entering 
the market again in connection with 
the same issues, it might be well to call 
renewed attention to the policy pur- 
sued by the Hercules Powder Co. This 
company had outstanding a 7 per cent 
preferred which was callable at 120. 
This issue could have been refunded, 
perhaps by bonds, on a basis possibly 
as low as 4 per cent. But this was not 
done; the 7 per cent preferred stock- 
holders accepted a 6 per cent return 
and the company agreed not to call the 
stock prior to 1941. In this way there 
was a saving in fixed charges to the 
common stockholders and no one rode 
rough-shod over the investor in the pre- 
ferred. Other companies would be wise 
to follow the Hercules’ policy, for a 
man who has had his return cut from 
6 to 4 per cent and then is forced to 
accept 3 per cent is not one who will 
have any particular good-will to- 
wards the company that has so treated 
him. 
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“WILL THERE BE 
ANY LEFT WHEN 
I DRIVE A CAR?” 


No WONDER be asks “Will 
there be any left?’ For the world to- 
day spins round on petroleum. 

Ten years ago there was wide- 
spread concern about a petroleum 
shortage. Today it is known there 
will be no shortage of motor fuel in 
our lifetime, or our children’s or 
grandchildren’s. Oil companies have 
been spending from ten to twelve 
million dollars a year on research to 
conserve the supply, improve quality 
and reduce prices. 

One improvement alone, a refin- 
ing process known as “cracking,” has 
saved the equivalent of 6, 600,000,000 
barrels of crude oil since 1920. Deeper 
drilling has opened up untouched 
fields—it is now possible to drill to a 
depthofovertwomiles. More efficient 
recovery methods are taking oil from 
pools that once would have been 
abandoned. 

More oil is being discovered all the 
time. Ten years ago the known U. S. 











supply was figured at 5,321,000,000 
barrels. Since then more than one 
and a half times that amount has 
been taken from the ground, yet the 
known supply today has expanded 
to 12,000,000,000 barrels. And ex- 
perts say that the quantity of oil still 
undiscovered is enormous. 
Meanwhile gasoline has steadily 
improved in quality, making practi- 
cal the efficient high compression 
automobile engines of today. And 
the price per gallon, exclusive of 
taxes, is now less than half what it 


was 15 years ago. 
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In these improvements steel has 


played a vital part. Special alloy 
steels that withstand high pressure 
and temperature made possible the 
giant “‘cracking”’ stills. Tougher, 
harder steels assisted in the deeper 
drilling of wells. Stronger, rust-resist- 
ing steels helped lower transporta- 
tion costs through 112,000 miles of 
pipelines, and countless tank ships, 
tank cars, tank trucks, pumps and 
underground reservoirs. Steel and 
oil are inseparably linked together. 
As the oil industry prospers and pro- 
gresses, so does United States Steel. 


AMERICAN STEEL & WIRE COMPANY 
COLUMBIA STEEL COMPANY 
NATIONAL TUBE COMPANY 
* ‘TENNESSEE COAL, IRON & RAILROAD COMPANY 
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WE ESCAPE A 
MAJOR OPERATION 


T this time it ap- 
pears that the final 
form of the rev 
enue bill will be radically different from the measure 
the President intended and that the House of Repre- 
sentatives substantially adopted. As hitherto has often 
been the case with New Deal legislative proposals, the 
thought and study which should have preceded rec- 
ommendation have to be made long afterwards. The 
hearings in committees of both houses have made 

doubtful whether the bill as it came to the Senate 
would succeed either as a producer of the required 
revenue or as an accelerator of purchasing. Certainly 
it is too much at variance with the traditions and con- 
victions of what constitute judicious business manage- 
ment to be incorporated comprehensively into our tax- 
ation system. There seems to be little doubt that if 
we had had such a scheme in effect during the pros- 
perous years of the twenties corporations would not 
have been fortified against bankruptcy or able to main- 
tain payrolls, if not dividends, as extensively as they 
did. In effect, the sums withheld from distribution in 
the fat years were in the aggregate a national buffer 
against extreme calamity in the lean years. Certainly 
there was no need of disbursing them in the good years 
in order to increase effective purchasing power. It is 
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The Trend of Events 


indubitable that they did contribute powerfully to the 

maintenance of a functioning national economy in a 
period of unprecedented strain. At this critical period 
of recovery it is timely to practice the old proverbial 
injunction to let well enough alone, at least when the 
alternative is a dubious innovation which might well 
turn out to be a catastrophe. Under the political cir- 
cumstances we can hardly expect to avoid some degree 
of enactment into the revenue law of the new theory 
that corporate saving is a virtue which can easily de- 
generate into a social vice. A precedent will be created 
for further progress in the direction of enforced dis- 
tribution of wealth which may well turn out to be a 
check on production. We may possibly learn some- 
thing from a mild experimental vivisection of corporate 
bodies but, at least, a superficial operation will not be 
so charged with the possibility of disaster. 


i 


T was by unanimous 
decision of the Su- 
preme Court that the 
Government's effort to regulate virtually all business 
through the N R A was declared unconstitutional. The 
more limited attempt of the Government to regulate 
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the bituminous coal industry by means of the Guffey 
Law is now likewise declared void, but by a split de- 
cision. Not only did Justices Cardozo, Brandeis and 
Stone disagree with the majority but Chief Justice 
Hughes in a third opinion held that certain provisions 


adversely affecting earnings of various companies. Curi- 
ously, here are two industrial price groups that were 
held at a relatively high and rigid level throughout the 
depression, only to weaken when a substantial measure 
of recovery in volume had been attained. In steel there 

















of the coal code could be separated from the invalid is the explanation of enlarged capacity, especially in 
sections and retained. Such disagreement among modern sheet mills. In paints and roofing materials the 
learned men after extended consideration reminds us _ reason is not apparent. 
again that our Constitution is elastic. If among the Now fertilizer prices have dropped sharply, a familiar 
nine Justices there happened to be two more of the _ story in the pre-N R A years. Prices of cotton oil prod- 
persuasion of Stone or Brandeis, “national planning” — ucts face the threat of enlarged supplies of lard. There 
for the coal industry—and presumably for other in- is abundant evidence that industrial and commercial 
dividual industries—would be Constitutional. There | buyers—who play a much larger role in the price cycle 
may come a time, not remote, when such a change than is commonly realized—are holding to a cautious 
will be seen. Then, in effect, the Constitution can be Policy. For example, department store inventories cur- 
rewritten without specific mandate of the people. rently are estimated at 65 per cent of the 1923-1925 \\ 
This is the most basic issue that the American people average, as compared with 67 per cent last autumn. In 
will vote on next November even if, as is probable, the first quarter they were lower than in the first quar- mal: 
Mr. Roosevelt avoids making an open fight for revi- tf of 1934. . : : C 
sion of the Constitution. It can be rewritten more In individual instances price cutting can and will Brit 
adroitly. curtail profits, but it is still a basic truth that compe- 
tition is the life of trade and the larger the volume of Eth 
aol trade, the larger will be aggregate profits, exceptions wis 
= ; . here and there notwithstanding. Under NRA we had > 
INFLATION IS i ee Administration is for- price raising and continued ian depression. Today ~ ) 
DEFEATED tunate that by the defeat we have price competition, improved business, increased rs 
of the FrazierLemke bill employment and payrolls and, for the industrial organi- nat! 
it has been saved from a natural consequence of its zation as a whole, much larger profits—profits in the vat 
fondness for monetary experimentation. It is not a aggregate fully 40 per cent higher than a year ago. S 
far cry from recklessness in borrowing to reckless manu- ferr 
facture of money. By our resort to the former we have ‘lita oi 
created an enormous amount of potential bank credit per! 
based on debt. Both are capable of causing actual infla- A RALLY IN MONEY'S OMEY hk cn circ 
tion, and the inflation of bonds may be the cause of un’ BRAR MARKET M thing still in tod. 
avoidable inflation of currency. When it comes to pay- the grip of de- colc 
ing interest on borrowings that lead to inflation, it may _ pression, as reflected by continuing low interest rates. don 
easily seem simpler and less costly to print money. The recent advance in the call money rate from 3% of 
The strenuous measures that were deemed necessary 1 per cent to 1 per cent and in time money rates on on 
to defeat the Frazier-Lemke bill indicate that the oppo- —_ collateral loans from 1 per cent to 114 per cent does Bri 
sition in Congress to fiat money is none too strong. _ not significantly change the picture. Banks merely took SIN 
However, we have now the assurance that this Con- advantage of an opportunity to get a pittance more in l 
gress will not again frighten the country by revealing _ the wages earned by this type of credit. This was made cho 
the readiness of half of the members of the lower house possible by the margin regulations effective May 1, anv 
to vote on such a fallacious scheme. By the time the _ since these restrict the shifting of loans from one bank A ) 
75th Congress meets next January much water will have _to another. Slightly higher rates on short term Treasury ae 
passed under the bridge. A political overturn or con- _ issues are expected, partly due to increasing supply, the in | 
tinued recovery—or both—will bury all such schemes _jncreased carrying charges of dealers and the psycho- adj 
m an oblivion which will not be disturbed until the —_Jogical effect of the higher peg on call money. Com- fair 
nation is distracted by another depression. mercial paper rates, the most realistic reflection of the anc 
actual market for short term money, remain at 34 of 1 i 
atl per cent to 1 per cent. In view of the need of low ee 
, » interest rates to facilitate a huge volume of Treasury stt 
PRICES AND T may be that the clipped dol- financing and refunding for years to come, a bull mar- anc 
PROFITS lar, Federal deficit financing ket in money is a long way off. whi 
and a mountain high credit ize 
base have set the stage for an ultimate general rise in — - 
commodity prices, but the more immediate and tangible tile 
factors of supply and demand are still pressing stub THE MARKET UR most recent investment ble 
bornly on the brakes. The majority of farm products | PROSPECT [) advice will be found in the Bri 
have been sagging for several months due to prospective discussion of the prospec: i 
larger crops, and in several industrial lines price cutting tive trend of the market on page 136. The counsel any 
is a major problem. embodied in this feature should be considered in con- ™ 
Competitive price cutting in steel and in certain nection with all investment suggestions, elsewhere in - 
building materials was a feature of the first quarter, this issue. Monday, May 18, 1936. oe 
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As I See lt 





—~ By Charles Benedict 





To Have and to Hold 


ILL the might of England decline? Or, 
has she instituted a new force that will 
make her more powerful than ever? 

On the surface it would appear that Great 
Britain has suffered a humiliating defeat in the 
Ethiopian affair. But it may be the part of 
wisdom to give way now in order to preserve 
the ultimate objective. It takes a long time 
to change the habits and ideas of men and 
nations,—and England is undoubtedly moti- 
vated by new ideas in world affairs. 

Some years ago England was widely re- 
ferred to as being on the decline. The Im- 
perial Conference at Canada was taken as the 
circumstantial evidence of her weakness. Yet 
today, the bond between England and her 
colonies is stronger than ever, even though the 
dominions are held together only by respect 
and admiration of the masterly way in which 
Britain has conducted herself and her affairs 
since the depression began. 

Today, no unit of the Empire but would 
choose to be affiliated with England rather than 
any other power. 
And now she is 
in the process of 
adjusting her af- 
fairs with India 
and is about to 
grant a new con- 
stitution of rights 
and liberties 
which will steril- 
ize the most fer- 
tile spot for trou- 
ble in the whole 
British Empire. 

Better than 
any other nation 
has England 
recognized the 
absurd status set 
up by the Treaty 
of Versailles — 
that, as the years 
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went on, it became more and more evident that 
the economic dislocation, resulting from this 
war, would keep peace in Europe in continuous 
jeopardy. The League of Nations could never 
accomplish the purposes for which it was formed 
because it dealt with effect and not with 
cause. Too, because it was called upon to 
administer territorial injustice. 

It has long been evident that to establish 
peace it is essential to make accessible to all 
nations the raw materials necessary for their 
existence, due to the intense nationalistic and 
self-sufficiency programs in force in the world. 
England has for a long time recognized that 
peace rested on such economic justice for the 
nations that were crippled as a result of the 
provisions of the Treaty of Versailles. It is 
for that reason that she has been sympathetic 
with Germany's demand for the return of her 
colonies,—but she has not, however, been in a 
position—pending the adjustment of her af- 
fairs with India—to come out openly for this 
policy. Now, however, she is face to face with 
the. forcible 
seizure of ‘‘eco- 
nomic justice” in 
Italy's conquest 
of Ethiopia 
—a situation that 
has laid bare the 
perils with which 
Europe may be 
confronted in 
other quarters for 
similar reasons. 

The results of 
the Italian  vic- 
tory may be very 
far-reaching. It 
is anew challenge 
to English supre- 
macy by a revit- 
alized and = re- 

(Please turn to 

page 192) 
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What’s Ahead for the Market? 





By A. T. MILver 


it doesn’t take much selling to make our 
modernized New Deal stock market look 
very, very bad. We have seen during the past fort- 
night and especially during the past week that it 
doesn’t take much buying to make it look very good. 

As we write, vigorous rally is in progress and the 
market has recovered approximately half of the loss 
suffered in the recent intermediate 
reaction. The speculative skies—as 
usual in a good rally following a 
painful shock — appear brighter. 
Traders who a fortnight ago were 
wondering how low the market 
could go are now again pointing 
their conjectures in the other di- 
rection. 

Let us say right here that we are 
unable confidently to read any magi- 
cal technical significance into the 
short-swing gyrations of a stock mar- 
ket so thin that it can be shoved 
about by a volume of selling or buy- 
ing which in older markets would 
have produced little more than a 
ripple in the tide. In speculative theory a 50 per cent 
rally after intermediate reaction is no more than nor- 
mal technical expectancy, leaving the question of 
whether a firm bottom has been established to be 
answered by the manner in which secondary reaction 
is withstood. 

It may be that such a secondary test will develop. 
In any event it is difficult to believe that after so brief 
a period of readjustment the market can lose all doubt 
and sail smoothly and promptly through the highs of 
early April without further hesitation. It is also pos- 
sible that unfounded rumors of a relaxation in margin 
requirements—rumors now officially denied by the 
Federal Reserve Board—may have had something to 
do with recent sharp rallying tendencies. 

Yet there is one respect in which we are confident 
the technical signals of the market, however thin it 
may be, have continuing validity and that is in the 
fluctuations of volume. We expressed the view in 
our preceding analysis that the severity of the recent 
reaction was due primarily to the impact of specu- 
lative selling in a market in which investment bids 
had been withdrawn or substantially lowered. It is 
still true that you can not have a continuing decline 
in the market, however, if the volume of selling prog- 
ressively dries up. We have seen volume shrink re- 
cently to a level scarcely more than half a million 
shares a day and we have seen volume double on the 
first good rally. These are not the characteristics of 
a bear market but the contrary. 

Viewing the fundamentals of our position, quite 


\ ' JE saw during the second half of April that 








apart from the week-to-week movement, we expressed 
the belief a fortnight ago that the market was at a 
level presenting a favorable opportunity for selective 
investment and longer range speculative purchases. 
That opinion is unchanged. 

It is pertinent, however, to examine those funda- 
mentals somewhat further, especially the question 
whether the market has really outrun business gains, 
whether it has discounted the future 
too enthusiastically, whether price- 
earnings ratios are too high. There 
has been much public discussion of 
this problem and much dogmatic as- 
sumption. One well known news- 
paper syndicate writer—who never 
before claimed to be a financial au- 
thority—has warned the public that 
it was again being “taken for a 
ride.” On the argument that busi- 
ness activity has increased only some 
10 per cent in a year, while the stock 
market had advanced 60 per cent, 
this expert announced that stocks 
were far too high. In another syndi- 
cated column dated May 4, when 
the market was near its recent low, Gen. Hugh S. 
Johnson, the NRA expert and orator, averred that 
“the stock market is too high on any conservative 
basis of estimating values.” 

Such warnings unquestionably have contributed to 
public doubt. Well, let’s take a look at the realities. 
The market is not concerned primarily with the per- 
centage by which business activity increases but far 
more by the percentage by which corporate earnings 
increase; and anybody with any pretense of financial 
knowledge should know that a 10 per cent gain in 
aggregate business activity means a far larger gain 
in aggregate business profits. A compilation of sev- 
eral hundred first quarter corporate reports shows 
that total profits for this period were nearly 43 per 
cent larger than for the first quarter of 1935. On 
the day that Gen. Johnson said the market was too 
high, the Dow-Jones average of industrial stocks was 
approximately 47 per cent higher than it had averaged 
during the first quarter ef 1935 or very closely in 
line with the gain in aggregate corporate earning 
power. 

At present, of course, we are interested in future 
earning power. What will the aggregate earnings of 
the second quarter prove to be and does the prospect 
justify more confident appraisal of the market? Dur- 
ing the second quarter of last year the trend of busi- 
ness was moderately downward. Through the first 
half of the second quarter it has been upward and 
it is a reasonable expectation that total business activ- 
ity for the entire second quarter will exceed that of 
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Following encouraging rally, further irregularity in prices is prob- 


able. This period of readjustment is a normal interlude in a major 


bull market. 


With the business and financial fundamentals still 


iavorable, selective investment and longer range speculative pur- 


chases are recommended. 




























































































1935 by at least 15 per cent, possibly a bit more. there will be an increasing tendency to put higher 
Bearing in mind that a 10 per cent volume gain in and higher appraisals on earning power. 
the first quarter produced a 43 per cent gain in earn- We have recovered no more than two-thirds of the 
ings, a 15 per cent volume gain in the second quarter ground lost in the depression. Unless all past Ameri- 
—on a straight arithmetic computation—should pro- can history is reversed we will in time not only re- 
duce a gain in aggregate corporate earnings of about cover the remaining one-third but will go on to a 
64 per cent, as compared with the second quarter of | new peak, with the expansion of capital goods and 
last year. construction—requisite to the minimum needs of our 
We do not say that such a computation is neces- population as increased during the past five years— 
sarily valid. Nor do we say that all corporations will constituting the backbone of future gains. By no 
show large gains. Price factors in various instances process of reasoning can we hold the long term busi- 
may restrain profits, but this is a matter of individual ness prospect other than favorable. 
stock selection and not of the general market trend. As for the financial factors, present average divi- 
So far as earnings, rather than political or external dend yields are far higher than short-term interest 
news factors, govern that general trend, we see a rates; in 1929 they were lower than short-term 
sound basis for confidence in the present position. interest rates. Dividend yields will tend to increase. 
Whatever the exact percentage, it is quite certain that Short-term interest rates will remain low for a long 
second-quarter earnings in the aggregate will make a time to come. Again the Government’s deficit financ- 
substantially better comparison with those of a year ing will continue to swell bank deposits and to pump 
ago than even the favorable comparisons of the first purchasing power into circulation with this stimulus 
quarter. certain to reach an all-time high during the third 
Moreover, the relationship between earnings and quarter. Hence the financial factors preclude any 
stock prices has always been so elastic as to be vir- genuine deflation in property values. 
tually useless as a device for forecasting major market General Johnson to the contrary notwithstanding, 
movements. The factor of human hope enters the the stock market is not too high, on the average. Any 
equation very definitely. As long as the business and further possible irregularity or reaction can be taken 
financial factors are generally favorable the majority as an interlude in a bull market which will terminate 
of people are hopeful, and as long as they are hopeful at a time not now in sight and at levels much higher 
the major trend of stock prices will be upward and than now prevail. 
; 4THE MARKET RECORD F 
: yt TT | 
9 ++ | +—+ Mw.s COMB! de AVERAGE = | 
| 295 COMMON STOCK | | | | 
a5 ae rss ne} 
EE bak | 
i peace REED ERE OS GREE SEES | 
- | 
3 65 100 | 
: E | 
z | 
55 3 | 
: > | 
5 r rt Rehr 9 | 
M.W.S. BUSINESS ACTIVITY Sia) 
45 t INDEX +++ = | 
4 Ami | 75 g | 
ro” | 
| < j— VOLUME - | 
1 = ‘ | } 
z=, | 
it en 
| ra) 
| 3 | 
|‘ | 
i JUN JUL AUG SEP ocr NOV DEC JAN FEB MAR APR MAY JUN i] 
| t 1935 J 1936 ) | 
iT | for MAY 23, 1936 











137 








Four More Years of Roosevelt 


What Social, Political, Industrial Changes Can Be Expected 


LF: 


HE history of the present 

quadrennium was made by 

one man without regard to 
promise, party tradition or princi- 
ples. The history of the next four 
years also will be made and writ- 
ten by Mr. Roosevelt if he is given 
another lease of power by a great 
majority for himself and a Demo- 
cratic Congress. 

At this time dispassionate po- 
litical observers are overwhelm- 
ingly of the opinion that Mr. 
Roosevelt will be returned to 
power by such majorities in the 
popular vote and in Congress that 
they will constitute both a vote of 
confidence and a mandate to con- 
tinue his policy of dominating 
leadership. It is therefore interest- 
ing and important to consider with- 
out prejudice or heat what another 
four years of Roosevelt would be 
like. Partisans of the President are 
wont to tolerate nothing less than 
a blanket eulogy of his works; 
while his opponents can find little 
to praise in what he has done. But 
it is not possible to conjure up the 
future without a realistic citation of the record, nor with 
neglect of the great discrepancies between Mr. Roosevelt's 
personal and party statements of political faith and policy 
in 1932 and the history of his actual administration. Incon- 
sistency may be merely a “vice of little minds,” but its 
manifestations are certainly to be noted starkly in an en- 
deavor to infer the future from the past when the inference 
depends so much upon one personality, even though that 
personality be lovable. 

It must always be borne in mind that Franklin Roosevelt 
is an opportune idealist. He is swayed now to the vocal 
left by the applause of the populace, by the practical politi- 
cal exigencies of the moment, and the canny promptings of 
a set ambition to be re-elected. In the future he may be 
swayed by emotion, conditions and opportunities in the 
conservative direction. Following the turmoil of the first 
four years he may lean to personal peace and pacification 
in the future. Which way he will turn none can tell— 
not even himself. 

What is likely to be the environment which will shape 
the course of this humanitarian patrician who leads the 
forces of social reform? It is a safe prediction that early 
in the practically certain second term he will be confronted 
by the effective failure of most of his achievements in the 
first term. The reckless spending and extravagant commit- 
ments of these years will be in evidence in the form of the 
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tion 


He wins by a large popular 
and Congressional majority 


His victory is close 


His stars continue in the 
ascendant despite reverses 


He is baffled and frustrated by 


an opposition Congress 


The heralded achievements of 
the first term turn into the 
ashes of inflation and defla- The 


By THEoporE M. KnapPEeNn 


necessity of heavy taxation (if not 
of inflation), skimping of public 
services, and heroic economies in 
business. The devastating conse: 
quences of pauperizing the people 
by discouraging thrift and self-re 
liance will be evident in an almost 
universal demand for more pay and 
less work, for more goods and less 
production. The persistent dis 
couragement of private enterprise 
will then be bearing fruit in the 
timid lethargy of capital. The in 
sidious undermining of the old 
American system of industry and 
business will be appearing in the 
decline of business initiative and of 
the spirit of industrial adventure. 
apotheosis of organized 
labor and its paternalistic patron: 
age by the Government will lead 
to unprecedented, unsupportable 
demands by labor. Strikes will be 
numerous and venomous (and 
dyed with red propaganda and 
violence) and the assistance of the 
Government in winning them will 
be expected. The dissemination, 
through a socialistically inclined re 
lief administration, of the idea of chronic dependence will 
encourage the existence of a numerous class that will not be 
employable because it will disdain employment. The prob- 
lem of the unemployed will remain—times being good of 
bad—because of the favor into which idleness will have 
come, and the mood of the chronically unemployed will be 
truculent and belligerent. The cultivation of the theory that 
the care of the people, especially of such large groups as the 
farmers and industrial labor, is the chief business of govern 
ment, and that such care is to be performed at the expense of 
the thrifty and industrious, will tend toward an increas 
ing demand for further radical measures. 

On the other side there will be a hardening of views 
among the classes who have hitherto built America. There 
will be less and less sympathy between the people who have 
made America and those who are unmaking it. There will 
be a bitter chasm between the haves and the have-nots. 
The conservative people who have hitherto supported the 
President becauce he is the party leader will become restive 
and non-co-operative. Their patriotism will finally surmount 
their partisanism, and the very men who now follow the 
President into political error and legislative fallacy will 
become harsh critics and open opponents. 

Against such a background Mr. Roosevelt (if endowed 
with abundant power) would have to make a choice be 
tween a plunge to the left or a swing toward the right. 
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On the one hand he will be tempted to put an ineradicable 
stamp of socialism upon the nation and rest his claim to 
historical greatness upon the achievement of a virtual revo- 
lution in the economics and politics of America. On the 
other, he will be tempted to retire to Hyde Park with a 
record of having brought back prosperity along with much 
reconstructive legislation and with the credit of having at 
once purged and restored the nation. Having failed to put 
the economy of the nation upon a solid foundation by resort 
to all known heterodoxies of money, finance, taxation and 
governmental direction of business, he may turn to the safe 
and tried policies of the past. 

The chances are, though, if intoxicated by a sweeping 
victory at the polls, he will interpret it as a mandate to go 
on with the policies he has inaugurated, telling himself and 
assuring the public 
that his remedies have 
not been proved 
wrong, but that the 
dosage was too 
meagre. In that—the 
most probable—event 
we will see: 

More manipulation 
of the currency in the 
direction of money 
plenty — meaning in- 
flation, under what- 
ever name or guise. 

Efforts, if not suc- 
cess, in the direction 
of the revival of regi- 
mentation of business 
along the lines of 
NRA. 

Further manage- 
ment of agriculture 
by the Government. 

Further develop- 
ment of taxation in 
the interests of “social justice’ and economic regulation. 

Many measures looking to the more even distribution 
of wealth and income, including a vast extension of Gov- 
ernment-owned or subsidized housing, increase of Gov- 
ernment lending, enlarged authority of the Federal Govern- 
ment over banking. 

Extension of the Wallace and Tugwell projects for 
resettlement of both urban and rural populations. 

Discouragingly lower interest rates, virtual limitation 
of fortunes and incomes. 

Further repression of private initiative, and encourage- 
ment of public ownership of public utilities (probably with 
a settled program of nationalization of all the so-called 
utilities and chief natural resources, such as coal and 
forests). 

Severe recasting of the stock and commodity exchanges 
with a view to elimination of speculation. Extension of 
security legislation, nationalization of the merchant marine. 

Control of progressive mechanization in industry. 

Governmentally planned foreign trade. 

Revision of corporation structural patterns, limitation 
of corporation growth and unscrambling of corporate 
aggregations. 

Encouragement of decentralization of industry and dis- 
persion of concentrated populations. 


Wide World Photo 


If—the Lead Is Narrow 


Should the President be returned to power by a small 
margin in the electoral college and an insignificant popular 
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majority, along with a narrow majority in the House of 
Representatives, he will hesitate between two courses. His- 
love of popularity will tempt him to desist from dictatorial 
methods and play the part of a placative leader, who will 
rule more by compromise and smart anticipation of what 
Congress will want and do, instead of by gratification of 
personal whims and the delights of domination. 

Having been the rough leader in his first term he may 
become the suave director of popular tendencies and the 
kindly shepherd of his people in a second term shadowed 
by a critical Congress. He may be all for enlightened 
individualism and opportunity for private business to bask 
in the sunshine of presidential approval and encouragement. 
Instead of bastinadoing business into social righteousness, 
he may suddenly become its prophet of self-regeneration in 
the direction of pub- 
lic service and to ele- 
vation of community 
welfare to priority 
over profits. He may 
exert all his great tal- 
ents for leadership to 
the attainment of so- 
cial peace and another 
“era of good feeling.” 
He may swerve to 
thrift in public affairs 
as suddenly as he 
swerved away from 
his devotion to econ- 
omy between Novem- 
ber, 1932, and June, 
1933. 

Such a forecast is 
not at all preposter- 
cus to those who 
know the Presidential 
psychology and have 
scanned the record of 
his generous impulses 
and noble motives, and yet have not been blind to his palpa- 
ble backslidings. He lauded a civil-service of merit and 
gave us the worst debauch of it since Jackson; he pleaded 
for economy and gave us the most frivolous waste of public 
funds in the history of the Republic; he promised sound 
money and followed the monetary prestidigitators; he 
lauded higher prices, and complained when they came; he 
urged business to loosen up and energize itself, and then 
put it into four years of bondage to fear of his inscrutable 
economic errancies; he demanded more pay for workers and 
less work with which to produce it; he put the Government 
into business on an unimagined scale under the direction of 
Utopian social reformers; he has unwittingly created unem- 
ployment whilst seeking to suppress it. He may be said 
(A AA in some phases) to have authorized the destruction 
of wealth while aiming at prosperity. He has been baffled 
by the persistence of unemployment and yet has acquiesced 
in payment of top wages in the guise of relief for boon- 
doggling diversions from the ennui of idleness. 


If—Luck Is With the President 


Should the Roosevelt luck persist and the stars in their 
courses as well as his enemies’ in their stupidity continue 
to give him the lion’s share of the “breaks” and protect 
him from punishment during his second administration for 
his mistakes in the first, there will be plenty of opportunity 
for intellectual speculation and sporty betting. He may 
take his luck as a sign of the unwavering favor of destiny 

(Please turn to page 192) 
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A Forty-Year Record at a Glance 
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EVER before in our history has government and 

politics played so big a part in the course of busi- 

ness and finance. Thus it is perhaps a tenable 
assumption that this political factor should be more pro- 
nounced during this year of a Presidential election than in 
any of the preceding quadrennial periods when a Presi- 
dential choice was to be made. 

It is a time-worn contention that the uncertainty over 
the election outcome and the implication of unforseeable 
changes in national policy always transmits itself to business 
and results in hesitant and therefore subnormal business and 
nervous security markets. 

An examination of the chart above does not entirely 
support this idea. In the past ten Presidential years busi- 
ness activity was in a definite down-trend throughout three 
of the periods: in 1896, when the country was torn over 
the free silver issue, in 1900, and in the post-war panic of 
1920. In three others, that is in 1904, 1924 and in 1932, 
the downward trend of business was arrested and reversed 
soon after the mid-year; while in the remaining four years, 
notably in 1908, 1912, 1916 and 1928, the trend was up- 
ward with a net gain for the year recorded in each twelve- 
months period. 

In all of the years recorded, the behavior of security 
prices was in general consonance with the business trend 
although usually, as might be expected, from one to three 
months ahead of it. 
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Now in consideration of the trend of business in the 
years preceding and immediately following Presidential 
years, and the special non-political circumstances of many 
of them, such as the World War in 1916, the corporate 
prosperity of the early nineteen hundreds, the money panic 
of 1907, etc., such a variegated record does not conclusively 
demonstrate any significant or consistent political influence. 
By percentage measurement, it is true that Presidential 
years in the aggregate average about 3 per cent below other 
years, but again it is doubtful, in view of other factors oper’ 
ative in those years, whether this is more than coincidence. 


Critical Points in June and November 


There are, however, certain characteristics of the course 
of business and the stock market that are common to enough 
Presidential years to be noteworthy. The first, and per’ 
haps the more significant of these, is that at, or shortly 
after, the time of the conventions in the mid-year, or the 
election in November, there is a tendency toward some 
temporary hesitation following which the trend is fre- 
quently either reversed or accelerated in the direction in 
which it was set. 

This is apparent in 1896 with a distinct upturn at elec: 
tion time which carried for nearly four years. A similar 
movement is apparent in 1900. In 1907 improving business 
activity, after a sharp decline and a six-months flat spot, 
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got under way right after the June conventions, although 
it may be noted that the stock market was several months 
ahead of it in the uptrend. In 1920, business paused at the 
mid-year, although the market did not, only to resume its 
downward plunge whereas in 1924 it chose the late June 
as the time for a sharp reversal from descent to ascent. 
Only a little before that, stock prices inaugurated the well- 
known Coolidge bull market which extended itself into the 
great rise which culminated in the debacle of *29. Even in 
the midst of this prosperous era, however, it will be noted 
that both business and the market dipped slightly in the 
midst of the 1928 election year but immediately resumed 
their fast ascent. Finally in the midst of the 1932 election 
year came the point in June which marked the nadir of 
depression and the beginning of recovery. The market fol- 
lowed the business pattern although again it was nearly 
three months in advance of it. 

The second point which many Presidential years have in 
common is that on the average July appears to reach a 
somewhat lower point than in other years when no national 
election is in progress. 


What of 1936? 


Will these tendencies be accentuated in the year 1936? 
So far the fact that this is a year of momentous Presiden- 
tial decision in which business is more vitally concerned 
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than ever before, is scarcely apparent from the record of 
industrial recovery, accelerating activity and rising security 
prices. On the other hand the characteristic hesitancy dur- 
ing or immediately following the conventions may coincide 
with some summer slackening to produce a dip, which the 
stock market has anticipated in its late April and early 
May recession, for uncertainty over the Republican candi- 
date and the future policies of the President is undeniable. 

In view, however, of the strength with which the tide 
of recovery has set in, it is most unlikely that it will be 
reversed or even substantially modified in its tempo by the 
political considerations of the campaign. In other words, 
it is doubtful whether business could experience more 
fright or be rendered more uncertain by the events of the 
next few months than the fears and uncertainties of recent 
times have already engendered. Once Congress adjourns, 
it is quite conceivable that business will have completed the 
adjustment for which it has already shown remarkable pro- 
pensity, and will pursue the uptrend at an accelerated pace. 

In any event, the evidence of previous years offers but 
scant support to the assumption that the tempo of business 
activity is retarded solely by the approach of a national elec- 
tion. Also the number of election years in which one may 
seek a precedent in the present circumstances is not large 
enough to warrant any hard and fast conclusions beyond 
the likelihood that a national election as a business factor is 
more or less a subordinate one. 
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q Is Dr. Cassel Right in His Forecast of Early Inflation of the Dollar? 


q How Would We Be Affected by French Devaluation? 


World Currencies Today and 


Tomorrow 


By Dr. Max WINKLER 


ROPHECIES are hazardous, especially in the realm of 
economics and finance. The number of intangible 
factors is so great that an intelligent appraisal of 
what may happen is well nigh impossible. Moreover, events 
move with such pronounced rapidity that an opinion ex- 
pressed at one time may, irrespective of its merits, prove of 
little or no value at a later date. Nevertheless, the desire 
to ascertain what changes are likely to take place in the 
immediate or distant future must be satisfied and attempts 
must therefore be made to analyze and interpret the intrica- 
cies of economic phenomena on the basis of what has trans- 
pired in the past and on the basis of future events as far 
as it is humanly possible to gauge them. 

Gustav Cassel, eminent Swedish economist, in the cur- 
rent issue of the Skandinaviska Kredit A.B. undertakes to 
answer the question as to what will happen in the world 
monetary system. While admitting the impossibility inci- 
dent upon such a task, he proceeds “to analyze the factors 
on which the trend of developments will mainly depend,” 
adding that “as the man- 


and exploited phrase —and further devaluation are both 
immediate and probable and that America’s economic des- 
tiny is so closely linked to that of the Old World as to 
warrant the belief that drastic currency reforms abroad 
will bring about serious repercussions in this country. 

In analyzing the position of the United States, many 
economists, both American and foreign, err in comparing 
this country with other creditor nations and in predicting 
the future of this continent in the light of the experience 
of others. Finding that America enjoys the benefits of a 
favorable trade balance, they promptly conclude that eco- 
nomic salvation will not come unless and until this com- 
mercial surplus is turned into a commercial deficit. Have 
not, they inquire, other creditor countries, including Great 
Britain, France, the Netherlands, Sweden and Switzerland, 
excesses of imports over exports? What they overlook or 
chose to ignore is the fact that America’s position as a 
creditor country is distinctly unique in that she is both a 
huge reservoir of credit and a large producer of raw mate- 
rials. Other advantages of 
which the United States 





ner in which American 





monetary policy shapes it- 
self still has the most pro- 
found influence on the 
currency system of the 
world” we must turn 
“our gaze” on the United 
States. 

Inflation of the dollar is 
“expected most immedi- 
ately” by the renowned 
economist across the At- 
lantic and some reduction 
in its value during the 
present year is regarded 
by the Swedish professor 
as a probability. The 
writer agrees that the 
trend of the United States 
dollar is bound to affect 
most profoundly the prin- 
cipal currencies abroad, 
but he rejects the hypothe- 
sis that inflation — inci- 


current levels. 


dentally a much abused 


“What will in all probability happen in the course of 
the next few months is the calling of another monetary 1. 
conference of the principal countries of the world. It 
is within reason to expect that at such conference an 
attempt will be made to restore genuine equilibrium in 
the world monetary systems. The gold standard, which, 5 
despite numerous experiments, has still proved the 
most dependable standard, will in all likelihood be 
retained. The pound and the dollar, which have dis- 
played extraordinary stability will be stabilized around 
The same will apply to the currencies 
of the so-called sterling bloc countries. France, Hol- 
land and Switzerland will retain the gold standard 
but in all probability decide upon a reduction in the 
metallic contents of their respective currency units.” 


boasts comprise the fol- 
lowing: 


Absence of foreign 
commitments which 
renders unnecessary the 
purchase of foreign cur- 
rencies in which such 
debts will be payable; 

2. Foreign investments 
aggregating some 15 
billion dollars (exclu- 
sive of so-called politi- 
cal or inter-governmen- 
tal debts) on a consid- 
erable portion of which 
interest and dividends 
are still being received; 
3. Abundance of a 
monetary supply and 
to quote the sage of 
Sweden, “the possibili- 
ties of extending it al- 
most indefinitely, with- 
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out departing from traditional views regarding gold 
cover.” 

Great concern has been and continues to be felt among 
economists and bankers over the huge expenditures by the 
Government, presumably for non-productive purposes. 
Curiously enough, the very people who are unalterably 
opposed to the proposed expenditures were the chief pro- 
tagonists of spending in the 20s. It was they who advised 
the country that its economic salvation resided in the speed 
with which it would divest itself of its accumulated wealth. 
Their ambition was to move the center of finance from the 
banks of the Thames to the banks of the Hudson. There 
was only one slight difference: In the °20s the stream of 
sold flowed across the Atlantic to build swimming pools 
and stadia in Germany; to settle refugees in Greece and 
Bulgaria; to feed Armenians and Belgians; to acquire for 
the late Ivar Kreuger match concessions in Latvia and 
Rumania; to construct hydro-electric plants in Austria and 
Italy; and to build roads and highways in Yugoslavia. In 
those days, American gold (or credit) flowed across the 
Pacific to build power stations in Japan and Formosa; to 
balance budgets in the Dutch East Indies; and to build new 
apitals in Australia. In the °20s credit flowed south of 
the Rio Grande to erect statues in Peru; to develop nitrate 
properties in Chile; to help Brazilians obtain a better price 
for coffee from the American consumer; to build palaces 
and highways in Cuba; and to buy British machine guns 
for Bolivia. And so it came about that Americans contrib- 
uted in one form or another towards the above projects 
the impressive sum of 16 billion dollars. 


A Difference in Direction 


It will be recalled how emphatic Wall Street was about 
the necessity of lending to America’s neighbors. “Trade 
follows the dollar,” was the slogan shouted from the house- 
tops, and expanding trade, it was contended, was a pre- 
requisite to prosperity. The country actually prospered 
while the flow of funds was in progress. Since the moneys 
knt were employed largely for non-productive purposes, 
the prosperous days came to an end as soon as the flow 
wased. And while trade in those days followed the dollar, 
twas German or British or French trade. 

A flow of capital similar to the movement a decade ago 
is now in progress as a result of the Washington policy. 
The difference lies merely in the direction of the flow. 
Money is no longer sent across the borders. It goes across 
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the Alleghanies rather than across the Atlantic; it crosses 
the Rockies rather than the Pacific; and flows south of the 
Mason and Dixon Line rather than south of the Rio Grande. 

Is it not possible that the credit flow of the °30s will at 
least be accompanied by a marked revival of business activ- 
ity as was the flow in the °20s? To be sure, the prosperity 
of a decade ago was termed artificial, but is not artificial 
prosperity far more welcome and desirable than genuine 
poverty? What concerns the sponsors of any plan, eco- 
nomic or financial, political or social, is whether the results 
will last. In other words, will the revival of business activ- 
ity which is bound to ensue, be of a lasting or of a purely 
transitory character? This will depend on how productively 
funds will be employed. If they will go wholly or in part 
into constructive or revenue producing projects, the re- 
sultant activity will accompany the flow of credit and will 
continue upon its cessation. The experiment is well worth 
trying even though the benefits which are expected there- 
from may prove of only a temporary nature. 


If France Goes Off 


“The most startling change in the monetary sphere will 
proceed from France,” the leading gold bloc country, is 
another of Professor Cassel’s predictions. 

Since the position of France in the realm of international 
finance is not nearly so important as that of Great Britain 
and the United States, it is within reason to assume that 
even drastic fiscal reforms in France will not affect to any 
appreciable degree economic conditions throughout the 
world in general and in the United States in particular. 
In consequence, apprehensions over possible complications 
in this country resulting from important changes in the 
French fiscal and currency system are wholly unfounded. 

In view of the fact that our securities markets are still to 
a certain degree of a professional nature, it is quite pos- 
sible that currency reforms in France, as and when adopted, 
will be regarded as an adverse development and securities 
prices may suffer some setback. Such a recession, however, 
should prove only transitory, because inherently the eco- 
nomic destiny of this country is not very closely connected 
with that of France. 

In the opinion of some competent students of interna- 
tional affairs, France is more likely to retain the gold stand- 
ard than to abandon it. Financially, the Bank of France 
is in a sufficiently strong position to withstand whatever 

(Please turn to page 184) 
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Happening in Washington 


Revenue bill, which 
started out as primarily a social 
reform measure, is being con- 
verted into a tax bill. The 
President has not foresworn 
the original objective—merely 
postponed it. He has made a 
gesture toward the left, loyally 
supported by the House, and 
is now disposed to consider 
the measure from the stand- 
point of the jolt the idea of 
discouraging prudent manage- 
ment of corporations might 
immediately give to business 
recovery and the political con- 
sequences thereof. Smart poli- 
ticians, like Senator Pat Harri- 
son, have found him sus- 


By E. kK. 'T. 








Washington Sees— 


Silent revolt against Roosevelt—holding many 
surprises. 


Landon, undemonstrative, non-glamorous, as 
standard bearer. 


Borah as bolting at last. 

No money inflation until sponsored by the 
Administration. 

No handicaps for T V A. 

W hole Federal organization as publicity imple- 
ment for the New Deal. 


Gladness in State Department as 
France reciprocates. 


Trade Associations deserting Washington. 


“tight” 


to get reconsideration—which 


will probably fail. 


Chances still favor some 
sort of price discrimination 
act (Senate having passed on 
Robinson omnibus bill), but 
there is a suggestion that the 
Federal Trade Commission 
may find authority in its ex 
tended powers to do something 
in that direction.—Block book 
ing bill, applying to the movies, 
will not get out of commit 
tee—SEC Bill to continue 
stock exchange trading in un 
listed securities, passed by 
Senate, is due to pass House. 
The omnibus flood control bill 


is a “must” before adjourn: 





ceptible to considerations of 
political effects. Such party 
men and the Republicans have 
united to do the President a 
real service and save him from 
the penalties of hasty and ill- 
considered action. He is con- 
tent with the entering wedge 
of recognition of the idea of 
turning earnings by legislative 
action back into the hands of 


extremes. 


of the millennium. 


bills at the close. 


Home rule in W PA carried to ridiculous 


Basic philosophy of work relief repudiated. 
Labor as having its doubts about the approach 


Congress going home by June 6 with a jam of 


ment, so is the commodities 
exchange legislation. 


Farm Corporation Bill, 
covering tenancy rehabilitation 
and providing permanent rest: 
ing place for Rural Resettle- 
ment, which has no legislative 
authorization, will die with 
this Congress, but will be re 
suscitated in the next. 








individuals where it will be 
taxed and, presumably, spent. 
Present outlook is that the final form of the revenue bill 
will be essentially a tax on net corporate income, as at pres- 
ent, with some measure of taxation of current reserves— 
enough to afford a precedent for further control of cor- 
poration management. 

Surplus profits and capital stock tax will be retained. 
Windfall recovery of processing taxes will fail, new 
excise taxes on processing dubious. Doubtful whether 
any real effort will be made to raise the full $1,132, 
000,000 the President demands, but be ready for some 
surprises in that direction. 


Limitation of imperative legislation to the tax and 
relief bills and remaining appropriation adjustments should 
not be taken to mean that there will be no other important 
legislation before Congress adjourns by June 6. President, 
as foreseen, has come out for the Wagner housing bill, but 
not in an arbitrary way. He hopes so strongly for some 
such legislation and labor is so insistent for it that the 
chances favor passage of an act which will not involve large 
initial expenditures.—Ship subsidy and food and drug bills 
are not definitely eliminated.—Labor lobbyists are offended 
by the “nerve” of the House judiciary committee in tabling 
the Healy bill (applying N R A labor rules to Government 
contracts and purchases) and are making desperate efforts 
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Social Security gets a half billion dollars—23,000 com 
ing employes—in the deficiency appropriation bill, which 
ought to remind you of the onerous years ahead when the 
equivalent of 9 per cent of your pay roll will have to k 
handed over to the tax collector every year. 


Tennessee Valley Authority will go merrily on with 
its invasion of the business field, despite the fact that Con 
gress is reducing its “cut” from $43,000,000 to $39,900,000. 
Columbia Valley Authority will not be born this session. 
Great battle of communities and regions in prospect as time 
approaches for cutting the melons of Bonneville and Grand 
Coulee power and a million acres of irrigated land. 


Tangle of Relief Funds has had Ickes, Tugwell and 
Congress baffled these last two or three weeks. Understand 
ing that Harry Hopkins was to have all the new relief money, 
Ickes and Tugwell announced that they would have to begit 
to fold up. At the same time their friends in Congress wet 
agitating to get some of the $1,425,000,000 for them, or els 
special appropriations for projection of their functions into 
the future. Then the President said that H. H. woul 
obligingly allocate funds to them. Next there arose a ques 
tion as to whether he could legally do that. Now Icke! 
friends in the Senate are trying to figure out some way by 
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which Ickes can get continued use of his revolving fund plus 
some RFC help, and so go on with his type of legitimate 
public works, which calls for more supplies, material and 
equipment than Hopkins relief work and so fit into the eco- 
nomic sequence. Tugwell seemed to be taking on the chin 
the Presidential slight, but it was believed that Ickes was of- 
fended to the point of considering his resignation. In the 
old days before personal government a situation like this 
would be threshed out in a cabinet meeting; now it becomes 
a public scandal before it is disposed of, being first con- 
sidered in consultation with the newspaper men who 
seemed to be taken into the President’s confidence before 
Ickes and Tugwell were asked for advice. 


Canada Huff—Settlement of the Treasury's dispute 
with Canadian distillers who bootlegged in the days when 
everybody was doing it was brought about by some very 
definite ultimatum from Ottawa. I don’t know just what 
but it was related to the reciprocal trade agreement (rati- 
fications were exchanged next day), which the Administra- 
tion would rather preserve than jeopardize over a boot- 
legging case of bygone days. 


Trade Associations are beginning a trek away from 
Washington. Lobby investigations and law have a ten- 
dency to make association with headquarters in Washing- 
ton appear to Con- 
gress, government 
and public as noth- 
ing but lobbyists. 
Decision is a hard 
one to make because 
of the endless ways 
in which Govern- 
ment intermingles 
with business these 
days—but it is held 
better to spend 
money on travel ex- 
penses and com- 
munication charges 
than to keep offices 
in Washington. 




















Senator W heel- 
er’s sectional inter- 
est dislike of the 
proposal to amend 
the long - and - short 
haul section of the 
Interstate Commerce 
Act will certainly 
kill it—much to the 
grief of the railroad 
people who thought 
that it might bound 
through the Senate 
on the impetus given to it by the House of Representatives. 











Mob rule has gone far in WPA and RA (Resettle- 
ment Administration). In both organizations employes are 
encouraged to carry unionization of government employes 
to the limit of disintegration of authority. In R A a “lodge” 
which does not “demand” something at every meeting is 
apt to lose its standing as a “keen” group. In Hopkins’ 
realm the obstructive programs of the “reliefers” themselves 
are beyond belief—and Hopkins backs them up. Both 
groups of employes are shot through with subversionists, 
and the WPA reliefers are the core of much revolu- 
tionary propaganda. Uncle Sam not only helps his un- 
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fortunate children more liberally than any other govern- 
ment of all time, but he finances their propaganda, 
through his employments and doles and boondoggles, for 
a “fundamental change” in his own political and social 
anatomy. 

I used to think that if Hopkins could eavesdrop on 
some of his workers and many of his reliefers and learn 
just what they think about him and his mushy methods 
he would see a great light—but I no longer think so. 
He is Public Enemy No. 1, if opposition to our present 
scheme of government and social life be taken as the 
yardstick. So far as his influence is effective the whole 
W PA is an engine for radical revision. It has finally 
destroyed the basic philosophy of its own being by decid- 
ing to pay regular wage rates for boondoggling accept- 
ance of relief. 


Tugwell, however, seems to have ceased to be a public 
propagandist for soviets of “farmers and workers.” He 1s 
sticking close to his job, which will be a pretty good test of 
some of his ideology, as the verbose doctrinaires of his per- 
sonnel love to call it. In his promotion methods he is be- 
coming as persuasive and enthusiastic as any realtor for 
profit. You would think that he needed no high-power 
selling talk to get opportunities to rehabilitate marginal 
farmers and provide persons of limited income with ex- 
cellent homes. He 
doesn’t, but his leaf- 
lets of cordial ap- 
preciation of his own 
tasks constitute ex- 
cellent educational 
literature for voters 
who are open to a 
course in the benev- 
olent works of this 
Administration. 
“Four Hundred and 
Ten Thousand Farm 
Families Make 
Comeback with U. 
S. Loans,” is the 
title of one of his 
cheer - leader book- 
lets. Others are 
‘Helping the Farmer 
Help Himself,” “Bet- 
ter Land for Better 
Living” and “Green- 
belt.” I have the 
deepest sympathy 
with this kind of 
regenerative public 
work, but I do not 
think the potential 
beneficiaries need to 
be lured to salvation 
by a campaign of ardent “direct mail” advertising. 

Charlie Michelson, efficient Democratic national pub- 
licity man, will doubtless make a wider distribution of 
such literature than Tugwell ever dreamed of, but with 
two results that Rex would not be likely to oppose—a 
great rush of surplus customers and more money from 
WPA and a future Congress and more contented 
voters to support his and all other New Deal enterprises. 


Speaking of partisan political propaganda under 
the sponsorship of the Government the Republican campaign 
management is greatly disturbed at the prospect that the 

(Please turn to page 189) 
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President Queeny and the board of directors. 





MONSANTO CHEMICAL CO. 





A Progressive Company ina 


Dynamic Industry 


Profitable Expansion Which Has Marked 


Monsanto's History Still Continues 


By LaurENCE STERN 


N the origin of the Monsanto Chemical Co. thirty-five 
years ago there was a touch of sentiment. The founder 
was John Francis Queeny, erstwhile drug salesman one 

generation removed from County Galway, Ireland. He pro- 
posed to make saccharin. Two wealthy friends put up the 
modest capital needed. There remained the question of a 
corporate name. Founder Queeny promptly chose “Mon- 
santo” because he was happily married to a lady whose 
maiden name was Olga Mendes Monsanto. 

That was John Queeny’s second venture in chemical 
manufacture. A few year’s earlier he had scraped together 
enough money to start a sulphur refinery at East St. Louis, 
but it burned down on the first day of operation. Fire 
seemed to be the Queeny nemesis, for the great Chicago 
fire of 1871 had wiped out John Queeny’s father, a pros- 
perous builder and first of the family out of Ireland, and 


146 


that fire was the reason why son John went to work at the 
age of twelve as an office boy for a Chicago drug firm. 

It is of record that on the evening of the day in 1897 
when the brand new sulphur refinery burned down in East 
St. Louis the Queeny family was giving a party. It is also 
of record that John Queeny chatted with his guests as 
though nothing had happened and told his wife about the 
fire next morning. 

With the saccharin venture in 1901—a product in which 
Germany was then supreme as she was in most other chemi- 
cals—the Queeny fortunes took a turn for the better never 
again to be reversed. The years that followed were years 
of growth, of bold exploration along the frontiers of chemi- 
cal science, of large rewards fairly earned. 

Always a large portion of the profits were re-invested 
in the business—a principle now frowned upon by our 
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Great White Fathers in Washington, but the only method 

which Monsanto could have reached its present status 
as a volume maker of good chemicals at reasonable prices 
and a large employer of labor at fair wages. 

It would be difficult to trace the course of Monsanto stock 
through those years for by the time it was listed on the 
New York Stock Exchange late in 1929 the stock capitali- 
zation—originally $5,000—had been increased on seventeen 
occasions. It has been further increased on several occasions 
since 1929. 


Depression No Bar to Growth 


Most of these capitalization changes have reflected prop- 
efty acquisition or expansion—and in portraying the Mon- 
santo of today it may be interesting to observe that its 
greatest expansion and greatest prosperity have been devel- 
opments of the recent period of so-called depression. More- 
over, growth is not ended, for only last month the company 
announced its intention to issue “rights” to shareholders to 
subscribe for an additional 101,310 shares of stock at $60 
a share. This additional capital, some $6,000,000, is to be 
invested in plant additions and improvements. 

The stock market has been jittery lately and has looked 
with a jaundiced eye on all issues of “rights.” Monsanto 
stock reacted sharply to 84, after having sold as high as 
103 early in the year. Well, there are “rights” and “rights.” 
When a company, which never in a lengthy career has made 
any real money, offers long suffering shareholders the “right” 
to buy more of the same thing there is considerable reason 
for a lifting of stock market eyebrows. But with Monsanto 
the opposite is true, for behind it there is the record that 
many previous expansions have invariably paid out and 
paid out handsomely. 

If you had invested in Monsanto at the bottom price of 
1932 you would be very lucky, but that is true of many 
stocks. Yet you would still have reason to give yourself a 
pat on the back if you had bought Monsanto at the top 
price of 1929, and that is true of very few stocks. The 
total valuation that the stock market placed on Monsanto’s 
outstanding shares at that 1929 peak was $31,840,000. At 
this year’s highest quotation it was $104,339,000 and at 
the present price around 84 it is approximately $85,092,000. 

But, of course, you didn’t buy the stock at the bargain 
prices of 1929 or 1932 and what you want to know is 
whether there is any good reason why you should pay $84 
a share for it today, since the present valuation of $85,092,- 
000 set upon the enterprise by the stock market is substan- 
tially more than double the total assets of $35,839,664 





shown at the close of 1935, since total sales for 1935 were 
only $24,705,574, or but a fraction of those of such chemi- 
cal giants as du Pont and Union Carbide, and since 1935 
earnings were only $3,939,751. 

Well, there is no rule of thumb by which a common 
stock can be evaluated in set ratio to current earning power, 
for earning power is a variable and the probable trend, 
rather than past or present profits per share, is the big idea 
that excites the stock market. 

We are not dealing here with a static industry—such as 
coal or cotton textiles—or a static company. We are deal- 
ing with an industry yet far from maturity, an industry 
subject to radical and very fast technical and scientific 
advance, an industry as alive as tomorrow. Consider the 
fact that this industry is prosperous today amidst conditions 
of continuing industrial depression, and then ask yourself 
is it not self-evident from that fact that it will necessarily 
be still more prosperous when general recovery is complete? 

And in Monsanto we have a chemical company even 
more dynamic than the industry. Its earnings of $3,939,751 
last year were approximately three times the profit of 
$1,322,145 shown in 1929, a percentage gain that none of 
the larger chemical companies can match. Now, of course, 
in a company of moderate size property acquisitions—such 
as Monsanto’s absorption of the Swann Corp. last year— 
will magnify the resultant increase in revenues and profits, 
but the explanation does not alter the fact of growth. In a 
company of large size and large share capitalization—such 
as du Pont or Union Carbide—even a large expansion, 
measured in dollars of revenue or of physical assets, will 
mean relatively moderate percentage change. In the case 
of Monsanto small size increases the speculative potentiality 
of growth, assuming that future expansion will prove as 
wise as it has in the past. We see no reason in the record 
to assume otherwise. 


The Reason for High Price 


Although the regular Monsanto dividend is only $1 and 
the total distribution, with extras, last year, amounted to 
only $1.50, consistent growth in earnings, investment con- 
fidence in the long term prospect of the industry and a past 
record of stock dividends and “rights” that proved profitable 
all combine to produce a normally high price-earnings ratio 
for the stock. Earnings for the twelve months ended March 
31 were equal to $3.95 per share on the 999,123 shares of 
stock outstanding at the close of that period. At 84 the 
equity is priced at approximately twenty-one times those 
earnings. (Please turn to next page) 





Monsanto plant in St. Louis. 
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For comparison, du Pont common at present is quoted 
at twenty-seven times last year’s earnings per share; Union 
Carbide at twenty-six times; Allied Chemical at twenty-one 
times; and American Cyanamid at twenty-one times. 

Clearly the stock market puts a relatively generous valu- 
ation on the earning power of any well situated chemical 
company and Monsanto is not out of line. In view of the 
industry's record of growth and the certainty of future 
growth, the reasons for this high appraisal are self-evident. 
In anything save a panic market you will not get good 
chemical stocks at ten 


affect the relationship between government and the eco 
nomic organization more deeply and more directly than ever 
before. It is certainly possible that this factor may retard 
business activity during the second half of the year. It is 
also likely that some time will be required for the psycho 
logical effects of the recent stock market reaction to wear 
off and for investment confidence to be rebuilt. 

But this is a purely short-term point of view, pertinent 
to genuine investment policy only insofar as it may relate 
to advantageous timing of purchase of this equity. No sane 
mind can doubt the 
long-term recovery of 





or twelve or even fif- 





teen times current 
earnings. There are 
stocks in the present 
market that can be 
bought at ten or 
twelve times earnings, 
but with few excep- 
tions these are either 
static or are equities 
of uncertain future. 
The stock market 
has had a huge ad- 
vance since March, 
1935, but you will 
get a distorted picture 
unless you take into 
account that earnings 
have also risen. As 
measured in _price- 
earnings ratios there 
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mark-up in chemical 
equities. As a typical 
example, du Pont at the low point in March, 1935, was 
quoted at nearly twenty-four times the 1934 earnings per 
share. At present it is at twenty-seven times the 1935 earn- 
ings per share. After one of the greatest and most pro- 
tracted market advances in history the mark-up in the price- 
earnings ratio has been only approximately 12/2 per cent. 
Fifteen months ago, when the market was at a depressed 
level, the highest price attained by Monsanto was approxi- 
mately 60 and this was just a little less than twenty times 
the 1934 earnings per share. After more than a year of 
large advance, the actual mark-up in this price-earnings 
ratio is about 5 per cent. 

In short, at a time when many alleged experts in and out 
of the field of financial analysis are publicly worrying about 
the “high” level of the stock market, Monsanto stock is 
virtually as cheap as it was fifteen months ago. 

Perhaps, however, it was too high fifteen months ago. 
Let us see. At its best quotation in the first quarter of 1935 
it sold at just about fifteen times what it was to earn per 
share in the next twelve months. Certainly, if the earnings 
then just ahead had been known in advance, that price- 
earnings ratio would have been considered decidedly low 
for a strong and growing chemical company, especially in 
a period of abnormally low money rates and declining yield 
on investment funds. 


Earnings Trend 


Necessarily the analyst is on highly conjectural grounds 
in any attempt to forecast whether the rate of earnings gain 
shown in recent years will continue. It must be conceded 
that in the months ahead political uncertainty, although 
always with us in some degree, will be of much greater 
business concern than in most past election years for the 
reason that the basic political issues in the coming campaign 
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santo distinctly is one. 

The present management of Monsanto heads up to young: 

ish President Edgar Monsanto Queeny, son of the founder of 

the enterprise, who is pictured with his directors in the 
photograph at the top of this article. 


Management Policy 


Mr. Queeny is one of that all too small number of mod: 
ern industrialists who believe that corporate management 
entails an obligation to the stockholders, to the workers and 
to the public. His reports to stockholders and his discussions 
of company and public affairs with employees in his fre- 
quently issued company magazine are models of complete 
ness and frankness that many a larger corporation might 
with profit imitate. 

The cardinal policies long followed by Monsanto are, 
first, to re-invest in the business a major portion of earnings 
in the interest of constant improvement of facilities, prod- 
ucts and processes; and, second, to expend a generous por’ 
tion of earnings in research. Both policies are essential to 
the safety. and progress of an enterprise in an industry 
subject to rapid and far-reaching technical evolution, as is 
the rule in chemicals. 

During the first five years of its existence Monsanto paid 
no dividends. During its first ten years it distributed only 
an average of $4.33 out of every $100 of profit earned. 
Over its whole career of thirty-five years it has paid out 
only $33.78 of each $100 of profit. The fruits of this policy 
are that Monsanto today is serving its customers more effec: 
tively and economically than ever before, employing more 
workers than ever before and paying higher wages than 
ever before. 

Nor have stockholders any reason to complain with the 
results of withholding large earnings for re-investment. The 

(Please turn to page 190) 
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Coming Changes in Motordom 


New Developments in Manufacture Have Important Bearing 
on Outlook for Many Companies Supplying the Industry 


By Grorce W. Martuis 


HE automobile has long been making front page news. 
Having introduced the 1936 models last fall, it was 
freely predicted that the spring selling season would 

be robbed and that the industry, instead of rising to new 
heights of production in April and May as was previously 
the case, would suffer an early slump. This, however, has 
not happened and output goes merrily along at a high rate 
to the intense gratification of those who watch the general 
course of business. 

Pleased by the remarkable showing currently being made 
by the automobile industry, one is apt to ignore the feverish 
activity being carried on behind the scenes. Next year’s 
models have all been designed and tools are being ordered. 
The machine tool industry is booming and is undoubtedly 
going to enjoy the most active summer in years. There will 
be last minute changes, of course, in the 1937-models, but 
for the most part these are taking very definite shape— 
a shape which, while jealously 
guarded by producers, is never- 
theless not a complete mystery. 
Because of its importance to busi- 
ness in general and scores of con- 
tributory industries, there is some- 
thing to be gained by looking into 
this matter of 1937 cars just six 
months before their appearance. 

Strangely, because the industry 
is generally believed to run in 
two-year cycles and the 1936 
models were little changed from 
those of 1935, widespread radical 
change will not be seen in the 
coming cars. On the other hand, 
there will be developments, some 
not of a visible nature nor ap- 
parent perhaps to the car opera- 
tor, that will have broad reper- 
cussions throughout the industry 
and its many allied lines. In 
other words, selling points will 
be refinement of present models 
and gadgets, but behind it all and 
incomprehensible to the average 
operator there will be substantial 
alteration. 

So far as the motor is con- 
cerned, there will be a greater 
use of relatively high-priced alloys 
in the 1937 cars and _ nickel 
should be a prime favorite as an 
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New machinery and tools mark motor car’s ad- 
vance. Drilling 42 holes at once in an engine 


block. 


alloying material. Ford has been remarkably successful in 
the casting of nickel-steel crankshafts and nickel-steel pis- 
tons. These pistons, which were originally found in the 
Zephyr, are being fitted to an increasing number of Fords. 
They achieve lightness by a decrease in bulk and offer a 
serious threat to the aluminum alloy piston. However, the 
aluminum piston is now being processed to procure greater 
surface hardness, so that it will not be eliminated without a 
battle. The International Nickel Co. of Canada will be 
the greatest beneficiary of the growing development of 
nickel-steel castings, while Bohn Aluminum and the Alu- 
minum Corp. of America are beneficiaries of the well- 
entrenched position enjoyed by their specialty. 

The cylinder-head is another point at which considerable 
change is promised, if not next year, then some time in the 
not distant future. Here, too, aluminum holds a strong 
position, but a position being challenged by the copper head 
and the copper-insert head, de- 
veloped by Campbell - Wyant. 
The constant striving for greater 
economy and power is making 
the cast iron cylinder head passe. 

Hard alloy inserts for valve 
seats will be even more general 
in next year’s cars and there will 
be a tendency to reduce valve- 
wear and valve-tap by the adop- 
tion of the hydraulic, no-clearance 
valve lifter as developed by 
Wilcox - Rich. The tremendous 
tension which was generated a 
year or two ago in the bearing 
field is easing. Some months ago 
an official of the Sun Oil Co. 
wrote a scathing indictment of 
automobile design which  re- 
sulted in almost unsupportable 
bearing pressures and tremen- 
dously high oil temperatures. 
These conditions, however, have 
now been largely corrected by 
full-length water-jackets and va- 
rious devices for cooling the oil. 
Conceivably this foreshadows a 
renewal of popularity for babbitt 
and a waning use for some of the 
special bearing alloys which have 
been developed in an attempt to 
correct what was really basic 
unsoundness in design. 
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Moving backwards from the motor, one arrives at the 
transmission and it is here that there are great changes 
in the offing. There is a distinct inclination to get rid of 
the gear-shift lever which is distinctly in the way if “three 
in the front seat” is to be taken seriously. Gear changes 
will be made in the future electrically by a flick of the 
finger, as in today’s Hudson, hydraulically, or will be fully 
automatic. Borg-Warner which incidentally is the manu- 
facturer of the Hudson equipment is reported as ready to 
supply a fully automatic system, operating from the ac- 
celerator pedal—take one’s foot off the gas and the gears 
will shift when the car has reached a predetermined speed. 
General Motors is also playing with the idea of an auto- 
matic shift on an experimental basis. It is said to be quite 
practical and reliable and there has been some talk of 
its actually being seen on the Oldsmobile next year. 

Over-drive, with 
which some Chrysler, 
Studebaker and Nash ' | a 
models are already : 
equipped, is to be 
more widely _ used. 
This is definitely com- 
ing in 1937-models, 
although the fully- 
automatic trans- 
mission may not be 
seen in general use 
before 1938; the rea- 
son for this appears to 
be the extreme manu- 
facturing accuracy re- 
quired and the con- 
sequent increase in 
costs. It might be 
noted in passing that 
while there are un- 
doubtedly some econ- 
omies to be achieved 
by over-drive, the sav- 
ing in all probability 
will be less than the 
public expects. It is 
all very well to say that in over-drive a motor is only turn- 
ing over at 80 per cent of the revolutions that would be 
required in conventional drive, but the fallacy in this line 
of argument is that engine wear and gasoline consumption 
is not solely a matter of engine revolutions: it is quite con- 
ceivable that a car hard-pressed in over-drive would be 
subject to more wear and would use more fuel than one 
running comfortably at the same road speed in conven- 
tional drive. 

Taking another step towards the rear, next year will 
witness more cars with a hypoid-gear-driven rear axle. The 
hypoid gear is a cross between the usual pinion and the 
worm gear. It is quieter and has a longer life than the 
pinion, while past experience with the full worm drive was 
not wholly satisfactory. However, the hypoid is probably 
being adopted less for its quietness and longer life than be- 
cause it enables the drive shaft to be set lower. This should 
tend to do away with the recesses in the floor of some of 
the present cars, or at any rate make them less pronounced. 

Frames, so long as they remain independent parts not 
integrated with the body, are destined to be about what they 
are now. Independent springing for the rear wheels is 
coming, but not next year. Placing the engine at the rear 
is becoming standard practice for buses, but this also is 
something which will not be seen in regularly produced 
passenger cars for some time. 

It is perhaps in bodies that the greatest changes next year 
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The Lincoln Zephyr is an example of integrated frame and body. 


are likely to be made, although appearance will not be 
greatly altered. The industry is very receptive to the idea 
of getting away from the usual frame to which the body 
is bolted; it wants to see the body act as the frame in the 
system pioneered by Chrysler and of which the Lincoln 
Zephyr is now so notable an exponent. While in all prob 
ability this development will not be general prior to 1938, 
1939 or even later, it is something which promises to have 
important effects upon certain suppliers of parts. If the 
frame and the body are to be one, will the frame makers 
such as A. O. Smith and Midland Steel Products get the 
business, or will it mean increased activity for Briggs Manu- 
facturing, Murray and others which now make bodies? The 
present body makers are the more logical beneficiaries, for 
it would be considerably easier for them to adapt their 
equipment to the new method than for the frame makers 
to set up the huge 
presses which are es- 
sential to the modern 
deep - drawn steel 
bodies. 

Mention of steel in 
bodies serves to bring 
out that the death 
knell of wood in auto- 
mobiles has been 
sounded at last. The 
Automobile Manufac- 
turers Association 
estimates that for last 
year the automobile 
industry purchased 8 
per cent of the hard 
wood sold. But never 
again is it likely to 
take so much. Fisher 
Body, division of Gen- 
eral Motors, for long 
the leading exponent 
of the steel - wood 
body, is reported to 
be preparing to follow 
the rest of the indus 
try to all-steel. Fisher has been tapering off on its use of 
wood for some time and it looks as if the final break were 
here at last. This will be bad news for the lumber industry, 
struggling hard to compete with cement, steel and other 
materials for favor in construction. It is, however, good 
news for National Steel, Inland and other fabricators of 
sheet and strip steels. 

While General Motors has lagged in some respects in 
turning towards steel for bodies, Ford also has lagged in 
adopting all metal tops and hydraulic brakes. It is too 
early as yet to say whether the 1937 Ford will be equipped 
with the latter, but there have been a number of indications 
that it is to have an all-steel top next year. This, too, 
would be of material benefit to the makers of light steels. 

Seats will be generally wider in next year’s cars with the 
object of giving a truly comfortable ride for three in the 
front seat as well as three in the back. So as not to give 
the car a greater over-all width, this will be achieved by 
bulging the body, cutting down on running boards and by 
narrowing doors. Chrysler is rumored to be cutting the 
width of his doors in half and gaining thereby four inches 
of additional seating room. Other companies are expected 
to follow, although the reduction in door width may be less. 
extreme. Except where the narrowing of the door means 
the abandonment of wood for steel, the quantity of steel 
going into the new doors should not be much different from 
that being used today. 
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Body trim will be charac 9 “= 
terized by an even greater use 
of plastics — to the natural 
benefit of the Bakelite Corp., 
Reynolds Spring and others. 


The Automobile as a Consumer in 1935 


(Figures: Automobile Manufacturers Association) 


cars will continue to recognize 
the mounting popularity of 
radios, heaters and other ac- 
cessories. This means gener- 
ators of larger and more even 
capacity and batteries which 
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Ford is greatly superior to the 
Duco and Duco-like lacquers 


cold, sound and engine fumes. 
A number of different mate- 





used on other cars. Should 
present indications be substan- 
tiated, it means that there is to come a time when Du Pont’s 
paint business and Commercial Solvents’ butanol business 
will be severely jolted. 

In their front-ends the new cars will continue to strive 
for a “rakish” appearance. This is not quite the same 
thing as streamlining, but the public has shown unmis- 
takably that it will only accept true stream-lining by degrees. 
General use of die-cast radiator shells will be continued, to 
the benefit of Doehler Die Casting and others; and also, 
of course, to the producers of the raw material, among 
them New Jersey Zinc. 

Late years have witnessed a good deal of excitement in 
connection with spring suspension. In fairly general use 


throughout Europe prior to that time, it is less than four 
years ago that independently-sprung front wheels (knee- 
action in General Motors’ cars) was given serious attention 
in this country. The new system,which varies considerably 
as to detail in the different cars, has proved to have both 
It does give a better ride 


advantages and disadvantages. 
and better control un- 
der certain conditions; 
it is, however, sensi- 
tive to imperfect ad- 
justment, has been 
hard on front tires in 
a number of instances, 
has resulted in pro- 


duction difficulties 
and materially adds 
to costs. Neverthe- 


less, independently- 
sprung front wheels 
seem to be here to 
stay and, while large 
coil springs will con- 
tinue to be the most 
popular method for a 
time, the more dis- 
tant future may see 
the adoption of trans- 
verse leaf springs, or 
the Firestone air cush- 
ion spring, a bellows- 
like contraption. 

In their electrical 
equipment the new 
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The Scarab is an example of the trend in motor design. Note engine 
in the rear. 


rials will be used in increasing 
quantities. The glass wool 
manufactured by the Owens-Illinois Glass Co., the fiber 
board of Celotex and the various paper board products of 
other companies will be in larger demand. 

As was said at the very beginning of this discussion, next 
year’s cars are not to be so different from those currently 
coming off the assembly lines. Because of this, however, it 
must not be thought that the evolution of the automobile 
is almost complete. It is not so by any means and the best 
possible way of judging in which direction it is going over 
the long-term future is to examine the leanings of competent 
engineers. Last January the Society of Automotive Engi- 
neers held a meeting at which a number of authorities pre- 
sented their views on the car of the future. Another meet- 
ing is to be held shortly and an even more recent idea of 
what the industry is thinking will be revealed. 

Austin M. Wolf sees the car of the future having a 
welded unit frame and body which covers the greater part 
of both wheels. Fenders will be an integral part of the 
body, and, if damaged, the bent part will merely be cut out 
by the service station 
and a new part 
welded into _ place. 
Air conditioning will 
be general and, be- 
cause windows will 
be permanent, much 
body hardware will 
be eliminated. Seats 
will be individual and 
movable, as pio- 
neered by W. B. 
Stout, the Society's 
chairman, in his origi- 
nal Scarab. Running 
boards will be things 
of the past. Engines 
generally are to be 
smaller than they are 
today, supercharged 
and of greater output. 
There will be some 
rear-engined cars, but 
the present position 
will still have its ad- 

(Please turn to 
page 187) 
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The Factor of Margins in 
Modern Markets 


New Regulations Have Important Bearing on the 


Course of Stock Prices as Recent Events Have Shown 


By Morton THORNDYKE 


loans made by brokers and dealers became effective 

followed on May 1, by similar requirements for 
loans made by banks to individuals for the purpose of pur- 
chasing or carrying stocks registered on a national securi- 
ties exchange. The specific provisions were embodied in 
Regulations T and U respectively of the Federal Reserve 
Board. 

Despite the brief period 
which has elapsed since these 
regulations have been in force, 
they have evoked widespread 
discussion, in which they have been both 
praised and condemned. Of the questions 
raised by this turn of events, undoubtedly 
the most important is concerned with the 
ultimate effect of margin regulations upon 
the course of market prices. 

While no one could sustain the position 
that the new margin requirements were 
the sole cause of the recession of recent 
weeks any more than the pyramiding pos- 
sibilities of the preceding margin require- 
ments were the motivating force of the 
rise; nevertheless it is obvious that the mar- 
gin rules are market factors which, more 
than ever before, must be reckoned with in 
appraising the trend of stock prices. 

In view of the complexity of margin re- 
quirements and the number of changes over 
the past 18 months, it is admittedly difficult 
for the average speculator to fully inform 
himself and reconcile the several aspects of 
the new regulations. Such is the objective 
of this discussion. 

Under the provisions of the Securities 
Exchange Act of 1934, the Board of Gov- 
ernors of the Federal Reserve System is 
required to issue regulations with respect 
to loans on registered securities by brokers 
and dealers in securities. Further, for the 
purpose of preventing evasion of the act, 
the Federal Reserve Board is also author- 
ized to issue regulations covering loans 
vd » made by banks to individuals for purchas- 

ae ing or carrying registered securities. The 
Securities Exchange Act set forth a stand- 


C)4 April 1, the new margin requirements relating to 
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ard formula for computing margin requirements, but also 
authorized modifications in the formula whenever condi- 
tions warranted. 

The original statutory formula provided for a sliding 
scale of required margins varying from 25 to 45 per cent 
of the current market value, according to the extent that 
a security may have advanced above its lowest price since 
July 1, 1933. A customer could borrow from his broker 
the greater of either (1) a flat percentage—55 per cent— 
of the current market value or (2) 100 per cent of the 
lowest price since July 1, 1933, so long as it was not more 
than 75 per cent of the current market value. The first 
change in this formula became effective on February 1, 
1936. 

This change was made to insure the continuing effective- 
ness of the formula as an anti-pyramiding device. The 
formula had been ingeniously designed in such a manner 
that margin requirements automatically advanced with ris- 
ing security prices and from October 1, 1934, when it be- 
gan functioning, average margin requirements advanced 
from about 30 per cent of the market value to over 40 
per cent in the opening weeks of this year. The reason for 
the automatic increase in the required margins was that so 
long as the price of a stock was less than 133 per cent of 
the low price subsequent to July 1, 1933, a customer was 
able to borrow from his broker as much as 75 per cent of 
the market price, because up to that point 75 per cent 
of the market price would not exceed 100 per cent of the 
low price, as provided by the Act. 

As explained by the Federal Reserve Board, when the 
price of a security advanced above 133 per cent of its 
low price, the amount that could be borrowed on it did not 
increase and the percentage margin required, therefore, in- 
creased as the price ad\ Under the original formula 
this condition continued until the price rose above 182 per 
cent of its low, when a 45 per cent margin requirement be- 
came effective. Once a stock sold higher than 182 per cent 
of its low, a loan of 55 per cent was more than 100 per cent 
of the low (55 per cent of 182 is 100) and would therefore 
be the alternative selected for computing margin require- 
ments and loan values. 

The functioning of the formula made it impossible to 
borrow additional funds on the security within the price 
range of 133 to 182 per cent of its low and any profits 
arising from the transaction could not be withdrawn or used 
as margin for additional borrowing. Thus an effective anti- 
pyramid zone was established, restricting the use of credit 
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in the stock market. By the beginning of this year, how- 
wer, the rise in prices had carried a great majority of stocks 
hove the 182 per cent level. Pyramiding again became 
sgssible and each additional advance of $1 above the 182 
pet cent level enabled the borrower to withdraw 55 cents 
if his profits, or use that amount as margin for additional 
buying. The Federal Reserve Board noting this situation 
ind the evidence of increased borrowing for the purpose 
of purchasing securities, raised margin requirements from 
45 to 95 per cent to forestall the excessive use of credit for 
curity transactions. Pyramiding then became possible 
oly after a stock sold at 222 per cent of its low and then 
wily to the extent of 45 cents for each $1 of advance above 
that level. 

Two months later, and timing its announcement to with- 
ina week of the time that the market reached its peak, the 
Federal Reserve Board issued Regulations T and U, the 
former effective April 1 and the latter May 1. By 
means of these regulations, all margins were raised to a flat 
§} per cent of current market and both brokers and banks 
were limited on their loans for the purpose of purchasing 
or carrying stocks to a maximum of 45 per cent of the cur- 
rent market price. The effect was to abolish the sliding 
ale method of computing margins, and along with it, the 
dimination of the anti-pyramid zone. Placing banks and 
brokers on a par, removed the possibility of circumventing 
the requirements by borrowing from a bank rather than a 
broker. 

The removal of the anti-pyramid feature has deprived 
the market of a theoretical cushion against acceleration on 
the downside during reactionary periods in the market. 
Formerly, a stock selling at 40 which had sold at a low of 
30 since July 1, 1933, could be purchased by putting up 
$10 in cash and borrowing $30 from the broker. This loan 
would have been 100 per cent of the low but less than 75 
per cent of the market price. At 50, the margin require- 
ment would be $20, for the loan would not exceed 100 per 
cent of the low or 45 per cent of the market price, the latter 
in this case being $22.50. Not until the stock sold at $66.60, 
or 222 per cent of its low (45 per cent of the market price) 
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could more than $30 be bor- 
rowed. Until that level was 
reached no part of the profit 
was available for purchase of 
other securities. In the event 
of a decline it would be possible 
for the stock to react to 40 be- 
fore any additional margin would be re- 
quired, even had the purchase been made 
at the top of the anti-pyramid zone. Pre- 
sumably, therefore, normal reactions in the 
market would not under the old formula be 
intensified by forced selling due to im- 
paired margin accounts. Unfortunately, 
this cushion was removed before the market 
had an adequate opportunity to test the 
theory. Such an opportunity would have 
been afforded by the recent decline. 

Although the result of the new regula- 
tion was to raise the margin requirements 
on those issues which were still in the anti- 
pyramid zone, such issues were probably 
less than one-third of the active stocks, 
while the majority of active issues retained 
their status quo so far as margin require- 
ments were concerned being already out- 
side of the anti-pyramid zone under the 
original statutory formula. 

An important feature of the new regu- 
lations to be remembered is that only the 
55 per cent initial margin is mandatory. 
Should a subsequent decline impair the 
margin, it is largely discretionary with the 
broker or bank as to how far they will carry 
the customer before calling on him for ad- 
ditional margin. Until recently the New 
York Stock Exchange had a ruling that the 
amount of margin in a customer's account 
must be sufficient to finance the account. 
A broker, in other words, was not per- 

mitted to advance any of his own capital 

to make up any deficiency in a customer's 
margin. This rule, contrary to the gen- 
eral assumption previously held, has been 
rescinded along with the rule requiring 
that a minimum margin equal to 50 per 
cent of the debit balance be maintained 
in accounts having debit balances of 
$5,000 or less. All accounts, both large 
and small, now require a minimum 
margin in “long” accounts of at least 30 
per cent of the debit balance. This 
would be equivalent to about 23 per cent 
of the market value of the securities. Ob- 
viously the broker is permitted a wide 
range of discretion in the matter of mar- 
gin “calls,” between the initial 55 per cent 
and the Stock Exchange requirement of 

23 per cent. At this point, it might be 

noted that a broker may borrow 60 per 

cent of the market value of a stock from 

a bank, whereas the customer may borrow 

only 45 per cent. 

Although the anti-pyramid zone has 
been eliminated, present regulations 
should continue effective in restricting the 
growth of an unhealthy pyramiding con- 
dition, such as was formerly possible. 
Even though a customer may show a profit 

(Please turn to page 183) 
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Significant Foreign Events 


By GerorceE BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


France—The Lady in Red 


On May 3, France elected a Social- 
ist government comprised literally of 
butchers, bakers, candlestick makers, 
one deputy even a cafe waiter, the most 
proletariat parliament ever to legislate 
over a first class power. The magni- 
tude of the sweep from the Right and 
Center to the Extreme Left came as a 
surprise even to the Communists them- 
selves. Fear of financial panic ensued. 
During the following week franc sell- 
ing and gold shipments reached un- 
precedented proportions. Brokers and 
banks predicted an over-night exchange 
embargo, but the immediate alarm was 
unduly exaggerated. 

More scber reflection brought with it 
renewed confidence, and until June 
1 monetary calm is anticipated. Even 
after that date, the new  govern- 
ment is likely to steer clear of extreme 
measures. The Socialist and Com- 
munist parties in France are color- 
blind—if the red of Paris is compared 
with the red of Moscow. In fact the 
bulk of the votes which elected the 
new Socialist majority was cast not from any real pre- 
dilection for the Third International, but from a genuine 
dissatisfaction with the desultory policy of preceding 
governments. The French peasant, the French shopkeeper, 
along with the “Two-Hundred Families” retain a sacred 
national egotism and a psychology based on the idea of 
private property. 

The population as a whole has no more wish to see its 
capital annihilated by Communism than to have its capi- 
tal dissipated by foreign investment. The real danger 
lies in the possibility that after securing an initial victory, 
Soviet agitators can by persistence, foment public opinion 
to a revolutionary pitch. Stalin himself has instructed his 
agents to operate abroad with cunning deception, disguising 
the real motive of the Third International behind a pre- 
tended acceptance of national customs and traditions. This 
policy worked successfully in Spain, and the eight hundred 
million francs recently loaned to the U. S. S. R. are being 
utilized to achieve a similar purpose in France. The safe- 
guard lies in a Conservative Senate, and the fact that the 
Frenchman's pocket-book is more precious than his political 
principles. The rentier will resist a raid on his bank 
account, the peasant will fight rather than surrender a 
single acre of land. The first monetary move of the new 
government (by raising the rediscount rate from 5 to 6 
per cent) indicates that it will proceed cautiously and not 

recklessly. 
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Premier-designate of France 


The Franco-American 
Trade Treaty 


The recently signed trade treaty ke 
tween the United States and France ha 
been facetiously dubbed a “richman's’ 
treaty, for it enables Americans to by 
more cheaply champagne, brandy, wine, 
perfumes, broadsilk, lace and som 
other things of the same general cate 
gory. On the other hand, one mus 
not overlook that the American work 
man is to be given the privilege of 
working a little harder to supply the 
French market with more fruit, vege 
tables, automobiles, tractors, radios and 
business equipment of various kinds. 

It has long been French practice t 
levy moderate duties upon imported 
goods, but then further exclude them by 
a system of quotas. At the same time, 
there has been much splitting of hair 
over tariff divisions and sub-divisions, 
over sanitary regulations and the like 
which was the cause of no little justi 
fied resentment on the part of Amer’ 
can exporters. As a result of all this, 
American trade with France has been 
drastically reduced. American exports to France which 
amounted to $265,000,000 in 1929 were only $117,000,00 
last year. Over the same period American imports from 
France have fallen from $171,000,000 in 1929 to $58,000, 
000 in 1935. 

American practice, while it has been somewhat different 
from the French, has nevertheless been about as restrictive: it 
has consisted of imposing a tariff so high (on many articles, 
particularly of the kind in which France specializes, 100 per 
cent or more, ad valorem) that almost nothing could jump 
the wall. Under the new treaty, however, France has 
given the United States many supplementary quotas and 
in other instances has reduced tariffs, all of which materially 
widen the market for American goods, both manufactures 
and farm products. At the same time care appears to have 
been taken against the disruption of American industry. 
We could, and should, take more foreign products, but our 
past policy cannot be changed too quickly, lest demoraliza 
tion result. As an indication of the care with which the 
treaty has been prepared, might be cited the fact that, 
while the United States has materially reduced the duty 
on French perfumes, it has also reduced the duty on essen’ 
tial oils (of which France is an important supplier) ‘0 
the benefit of the domestic perfume industry. All-in-all, 
the new treaty should be mutually satisfactory; it certainly 
benefits the consumer in both countries and it is he that 
politicians consistently overlook. 
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Palestine—C onstructive Colonization 


The race riots in Palestine unfortunately demonstrate 
that even constructive colonization meets with violence. 
The Arabs in Tel ‘Aviv are battling on the last frontier 
ggainst the onthrust of modern commerce. 

Prior to 1920, there were fewer Jews in Palestine than 
there were nomadic Beduins, roughly 60,000 devoting most 
of their time to disputes with Moslems, Greek Catholics 
ot Christian pilgrirhs. Today there are from 350,000 to 
375,000 Jews permanently established in Palestine. This 
rapid growth in population has brought new blood, new 
energy and new methods. Palestine has boomed. Even 
America has profited, for imports from the United States 
for Jaffa, Tel “Aviv and vicinity amounted to $1,672,662 
in 1932, appreciably more than during the flush years of 
1928 and 1929. This new 
high was almost trebled in 
1934 and reports for 1935 
indicate a continued increase. 
Commerce with Palestine is es 
practically a one-way trafhic, oe 
since the value of her ex- 
ports to the United States 
falls short of $100,000. 

Still, with the aid of arti- 
ficial fertilizers, irrigation, 
slected seed and machinery, 
Palestine flourishes. The 
Arabs, unable to compete 
with modern agricultural 
technique, fold up their tents 
and the immigrants step in 
to plant orange groves. Jew- 
ish acreage has nearly trebled 
during the past fifteen years 
and about one-tenth of the 
newly acquired land or some 
thirty thousand acres, are in 
orange trees. Because the 
Arab fellow feels himself 
expropriated, he is rioting 
and the time may not be far 
distant when orange growers 
in Florida and California will 
at least feel like rioting in 
their turn. Palestine is al- 
teady cutting in on export 
profits. At present 73 per 
cent of the Zionist crop is 
shipped to England, 26 per 
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Indies, Egypt and Canada. 

Orange trees already planted 

assure a yield of 20,000,000 boxes in five years, whereas 
Florida produces about 15,000,000 and California 40,000,- 
900 in average seasons. Not only is Palestine a potential 
competitor in the agricultural field, but her industrial activ- 
ity is developing rapidly, representing a capital of £8,500,- 
000 invested in some 4,500 different enterprises. 


* * * 





Portugal—Salazar, Public Benefactor 
Number One 


The line of mountains separating Portugal from Spain 
represents not only a geographical barrier but also a politi- 
cal line of demarcation; in the one anarchy and revolution 
are raging, in the other peace and prosperity hold sway. 
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Riots between Jews and Arabs in Palestine have broken 
out anew. Here are crowds fleeing from police who 


Portuguese industries are not only recovering but expand- 
ing. Besides the well established textile trade, new enter- 
prises are developing under government encouragement, 
reducing the import requirements of many articles such as 
paper, porcelain, shoes, chemicals and cement. With the 
improvement in the textile industry and the increased 
domestic purchasing power, Portugal is taking from the 
United States approximately 30 per cent more cotton than 
six years ago. On the other hand, because Portugal has 
fought and won her “battle of wheat,” consumption of 
American grain has dropped to negligible proportions. 

From the wider view of world affairs, the significant 
point is that Portugal has been taken out of the red finan- 
cially, and at the same time saved from the Reds politically. 
Communists at one time headed hot charges up and down 
the hills of Lisbon and Porto. All this has teen accom- 
plished by the one enlight- 
ened dictator, Dr. Antonio 
de Oliveira Salazar. Salazar 
balanced the first Portuguese 
budget since 1891. On his 
appointment to office, for- 
eign liabilities, Treasury bills 
and loans from the central 
deposit bank had reached the 
staggering figure of 3,300,- 
000,000 escudos of floating 
debt. In 1934 the last Trea- 
sury bills were redeemed, the 
bank paid off, foreign debts 
consolidated and outstanding 
government bonds converted 
from a 64 to a 44 per cent 
basis. Short term interest 
rates, which formerly ranged 
from 7 to 11 per cent, have 
been reduced to 4 per cent. 
Finally, the cumulative bud- 
get surplus from 1928 to 
1935 totalled 840 million 
escudos, while the gold re- 
serve climbed from 500 to 
900 millions. 

Salazar, in spite of origin- 
ally occupying a chair as 
professor of economics, has 
followed a theory that nor- 
mal expenditures should be 
covered largely by normal 
incomes and has pushed his 
point home by imposing penal 





cent to other European coun- attempted to quell the disorder by clearing the. responsibility on all func- 
tries and 1 per cent to the streets. tionaries who exceed their 
budget allowances. Many 


will agree that for this in- 
spiration alone, Salazar well deserves the title of Public 
Benefactor Number One. 


* * * 
Great Britain—Benefits from Orthodox Finance 


The modern conception of a budget, either family or 
Federal, generally consists in an exhaustive list of annual 
expenditures, minus an itemized account of over-estimated 
income, which leaves a substantial deficit plus a Micawber 
hope that something will turn up before the end of the 
twelve-month period. Not so in Great Britain. Public 
finance has contrived to consider revenues first and expen- 
ditures second. 

(Please turn to page 189) 








More Dollars for Less \Wheat 


Price Points Higher as Domestic and 
World Output Tend Lower—-Effect on 


Farm Purchasing Power and Business 


HIS is the season of “crop scares”—one time in the 
year when we follow the example of the farmer and 
watch the weather. In the next sixty days, the 

wheat crop is made. By the fourth of July the binders 
and combines will be “into the wheat.” 

So, as we study the 47,259,000 acres which we seeded 
to winter wheat last fall, and figure some 12.5 per cent 
abandonment and some 13 bushels average yield per acre, 
we can begin to guess up or down from around 535 million 
bushels. Our guesses are recorded in what we call “con- 
dition” and expressed in a percentage figure of what is 
assumed to be normal. 

Just at this particular time, rainfall is everything. Within 
the past two weeks, the western and southwestern wheat 
states, Nebraska, Kansas, Oklahoma, Texas, had begun to 
suffer sharply from lack of moisture. Condition figures 
began to shrink and the prospective yield so calculated to 
be cut by millions of bushels. The Crop Reporting Bu- 
reau arrives at this condition figure by using reports from 
hundreds of farmers, thousands in fact, and a complicated 
calculation therefrom. 

As of December 1, 1935, the Bureau figured the winter 
wheat condition at 78.2 as against a ten-year average as 
of the same date of 82.4. 

In the Crop Report, as of April 1, winter wheat crop 
condition was scaled down to 68.5—a drastic cut based 
upon lack of rainfall in recent weeks, accentuated by the 
fact that subsoil moisture is still deficient in the winter 


By C. S$. 


BurTON 


wheat belt states. The yield forecast was 493,166,000 
bushels, which would mean a short crop and _ higher 
prices. 

The Government crop report, based on condition as of 
May 1, forecasts a yield of winter wheat of 463,708,000 
bushels, marking April deterioration of 30 million bushels. 
Since the first of the month, there has been some spotty 
rainfall in the winter wheat belt, but on the whole, tt 
appears that if we have any export surplus whatever, it 
will not be more than enough to cover our necessary Cana: 
dian imports for our millers proper flour “mix.” Drought 
is still a potent threat and abandonment of acreage likely 
to be unusually large. 

It is difficult for one not familiar with soil conditions in 
the western plains states, to understand the part that subsoil 
moisture plays. The soil is deep, there is normally no hard 
pan. Dirt brought to the surface from the drilling, say 
of a well, down to 100 feet or more is fertile, seeds scat- 
tered on, or covered into, such soil grow altogether nor 
mally. This soil, or subsoil, acts as a great sponge. If 
rains come gently, so that the water may find its way 
down into the ground, the power is stored up to resist 
drought. 

If, however, rainfall is scanty, and the harvest season 
comes to leave the stubble to gather heat, hot winds can 
evaporate all surface moisture faster than capillary attrac: 
tion can pull the dampness up from where it has been 
stored. Corn begins to “roll” and the farmer begins to 














World Production, Supplies, Stocks and Price of Wheat 
(In millions of bushels.) 

aii ‘a ; World’s Exportable ; World’s Average e 
Ended - ame | gg ot a, wasn ——— ron age a eo shee 

July Countries’ Countries Total USSR. Countries’ of Season) Gold Dollars 
SURES PERE E SE ceo coin pedcnsua ncscdcamerud 2,397 999 1,011 49 827 184 1.64 
hs ae ee ee 1,077 1,061 3 809 252 1.55 
BO ete hee ccs ci Pere. 1,102 1,377 Nil 923 454 1.32 
Sy SSS ee eee A 2,240 1,223 1,062 10 628 434 1.30 
BREE eo een cece Sc hep suuhscaclassweeex Me 1,062 1,323 113 824 499 .79 
BO RS Sree swiss dpm ioc Senn'vadecea Sinn: 2,575 1,129 1,328 64 799 529 57 
5 ae 2,374 1,358 1,258 19 633 625 62 
0 SEES SS ae RR eee ee 2,203 1,440 1,144 32 646 598 .43 
Oe ESSN SS 1,966 1,350 880 3 540 340 46 

* Provisional ** Excluding China, U. S. S. R., Iran, Iraq and Turkey. 
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watch a coppery sky and the shimmering heat waves and 
pray that clouds may bank in the Northwest and downpour 
come before hope is gone. 

The spring wheat states are in the Northwest. Acreage 
intentions as of March 1 showed that we have some 
22,440,000 acres just being seeded; 3,312,000 acres of durum 
and 19,128,000 of spring wheat—about 20 per cent increase 
in area over 1935. This would mean that we might expect 
smewhere from 200 million to 250 million bushels of 
spring wheat to help fill our bins. 

No one knows better than this writer the fallibilty of 
these forecast figures. Not even his close attention to the 
mandates of the AAA shook his faith in rainfall and sun- 
shine as the crop makers. Nevertheless from present indi- 
cations, we will need for our own millers and bakers and 
such housewives’ ovens as are old fashioned enough to 
ding to homemade bread, some 650 million bushels of 
wheat. The acreage enumerated could give us a crop of 
800 million bushels, dependent upon the whims of Jupiter 
Pluvius and the “blessed sun himself.” In fact, to give us 
an exportable surplus of such volume as to be any factor 
in world trade, we would have to have at least such a crop 
and even then, our carry over would be under normal. 

At present there is on farms and in mill stocks, only a 
sender stock of millable wheat. Moreover the quality of 
the wheat that remains in the farmer’s granary now is such 
that it will be better to use it for feed than to send it to 
market. In fact, 


these competes for the opportunity to satisfy an appetite, 
to replace bread. Variety necessarily makes inroads upon 
the staples. This is the reason why buyers and sellers, 
importing and exporting nations, watch the world carry 
over. There is no way to increase consumption of wheat, 
unless that great part of humanity, which is definitely 
underfed, could be endowed with adequate purchasing 
power. 

The government forecast as to volume we have noted. 
Stocks of wheat on the farms are hardly to be reckoned 
as part of any carry over. What is a normal carry over? 
In essence, it means enough grain in hand to help out a 
short crop and hold prices within reason; on the other 
hand, not so huge a granary stock as to interfere with the 
marketing of the new crop. And here it might be said 
that one factor which has become more and more impor- 
tant is the increasing tendency to keep the wheat moving 
from the moment the binder goes into the field until it has 
gone to market. The old stack yard, which was an auto- 
matic and proper “ever normal granary” has gone out of 
fashion, too largely for the good of the market. We used 
to thresh from the stack when the other farm work was 
out of the way. Today, the truck follows the combine and 
when loaded, goes to market. 

In the world trade there are certain changes which have 
to be considered. Not all of the increase in wheat produc- 
tion by nations heretofore importers, is due to an hyper- 
trophied spirit of 
nationalism. Part 
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For the past 
crop year, we 
have been import- 
ers of wheat, hav- 
ing had two years 
of shortage, both 
in quantity and 
quality. By the 
time the current 
year's harvest will 
be coming to mar- 
ket, we will have 
imported prob 
ably 50 million 
bushels of wheat. 
As does the rest 
of the world, we 
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of this crop is due 
to what breeders 
have done. Varie- 
ties of wheat have 
been developed 
that have made it 
sound economy to 
grow in some 
countries, rather 
than to import, 
especially in view 
of the difficulties 
encountered in 
exchanges. 

It rather ap- 
pears that we are 
borrowing trouble 
to worry about 
an export market 
for any hypo- 
thetical surplus of 
wheat, but wheat 








have to buy a 
certain amount of 
hard wheat in Canada to maintain the quality of our flour. 

It becomes plain hereby that we have a very real pocket- 

k interest in the acres already planted to winter wheat 

and the additional acreage where just now, spring wheat 
is being drilled in. What is the volume likely to be? If 
we have an exportable surplus, can it find a market? What 
is our home price likely to be? And what will be its pur- 
chasing power for the grower? How much do we consume 
of good quality wheat? And finally, how stands the world’s 
supply? 
_ Perhaps the first thing we have to consider is that leav- 
ing out Russia and China, the world appetite for wheat 
shows a slow but steady decline over the past twenty-five 
or thirty years. 

Transportation has brought to the market many new 
foods, in endless variety. The rows of cans upon chain 
store shelves, the quick frozen foods in the cabinet, the 
green grocer and fruiterer’s display—each item of all of 
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is one of the lead- 
ing important cash items in world trade, and when the 
world speaks of the wheat market, it can mean many 
different figures. May wheat in Chicago @ 98 cents; 
cash wheat in Kansas City @ 99!4. cents; No. 1 Mani- 
toba Northern in Winnipeg @ 77 cents; for May delivery 
in Liverpool @ 92 cents. England has an import duty 
of approximately 6 cents per bushel—2 shillings a quarter 
of 480 pounds. There is always a see-saw of the price level, 
as the Argentine, Australia, Canada and, in years earlier, 
the United States, compete for a share of the business of 
the importing countries. 

The total wheat going into export trade—five-year aver- 
age 1929-1934—-was 662 million bushels, a little over three- 
fourths of this goes to Europe—western Europe—largely 
through Liverpool, the balance is scattered, some to the 
Orient. China never has anything like enough wheat. 

There could be another article as long as this one, if one 

(Please turn to page 188) 
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CERRO DE PASCO COPPER CORP. 





Location Is Its Strength 
and Weakness 


Benefits from Silver and Copper Demand—Large 


Write-Offs Made on Immensely Valuable Property 


By J. C. CriFrorp 








S a town, Cerro de Pasco 
is no metropolis; no one 


and Cerro de Pasco’s material! 
and supply shipments up hill. 
| Nor is it likely that Peru would 
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would ever dream of go- 130 
ing there other than for urgent 


business reasons. Situated more its T 
than 14,000 feet above sea level iT.) 
in the bleak desolate region of 
the Peruvian Andes, Cerro de bes ay 
Pasco is a definitely unattractive 90}— 
town peopled for the most part mike 
by Indians, llamas and novel 2 
smells. % 70 

Cerro de Pasco, however, is E sa 
not unknown to a surprisingly 8 
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large number of men born to 
happier surroundings, for it is re ee 
the center of one of the world’s 
richest mining districts. And for 
mineral wealth man will go any- ae 
where—even up from Lima on 
the Peruvian Central, scaling un- 
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have her new Callao docks but 
for Cerro de Pasco freight, to 
say nothing of the direct advances. 
| made by the company to the 
Peruvian Government. 

| The corporation’s property is 
something a good deal more than 
a mere mine. Indeed, there are 
several mines scattered over a 
hundred miles or more of terti- 
tory. There are the Casapalca ané 
Morocha mines located on the 
Peruvian Central before one ar- 
rives at Oroya; the former is a 
lead, zinc, silver proposition, pro 
duction of which was suspended 
during the worst years of de 
pression. Then there are the 
Cerro de Pasco mines themselves, 
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whose output is mainly copper, 
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but which also produce large 





of bleeding noses, to Oroya. At 





Oroya, smelter smoke and blighted 
vegetation, indians and llamas as 
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quantities of silver and some gold. 
Some miles to the north of these 
lie the Goyllarisguisga coal mines, 
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always; here, a change of trains 
for Cerro de Pasco, some eighty 
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miles away. Famed in history for 
silver, site of ancient workings, 
Cerro de Pasco has given its name to the Cerro de Pasco 
Copper Corp., successor to the Cerro de Pasco Copper Co. 
which first began to export copper from this locality just 
thirty years ago. 

The modern company would be no mean organization 
in anyone’s country, but on its own stamping ground it is 
a vital force. Although the British capital which built 
the Peruvian Central cannot by any stretch of the imagina- 
tion be said to have made a shrewd investment, it is quite 
likely that there would be nothing at all to show for the 
money, but for Cerro de Pasco’s metal shipments down hill 
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operations. 

In addition to the mining prop 
erties, the copper corporation owns the railroad running be- 
tween Oroya, the town of Cerro de Pasco and the coal 
mines. At Oroya it owns a smelter with a capacity of some 
150,000,000 pounds of copper annually. Several hydro-elec- 
tric plants are owned and the company has, or will have 
shortly on the completion of dams and plant, a generating 
capacity in excess of its requirements. Finally, the Cerro de 
Pasco Copper Corp. is a big-time rancher, operating a mil 
lion acres of land on the coarse surface of which thousands 
of sheep and alpaca eke out a precarious existence. 

All this property—mines, smelters, railroads and farm 
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nds—are being carried on the company’s books at a gross 
fgure just short of the $100,000,000-mark, a figure agreed 
upon by the United States Government as correct for in- 
me tax purposes for the property acquired by the com- 
pany on its inception in 1915 and to which subsequent acqui- 
tions have been added at cost. Now, the net sum at which 
this $100,000,000 worth of property was being carried on 
the books as of December 31, 1935, was just $17,500,000. 
And on this $17,500,000 net of tangible property the Cerro 
de Pasco Copper Corp. reported for last year a net income 
of more than $4,000,000 after all charges and taxes. Be- 
ause 1935 was by no means an abnormally good year, 
oe receives the impression that so vigorously have depre- 
dation and depletion charges been made in the past that 
present net book values are anything but excessive. 

This impression is confirmed by an examination of past 
income statements. Between 1923 and 1928, Cerro de 
Pasco’s sales of metal, plus net changes in metal inventory, 
vried between $27,000,000 and $33,000,000 and gross 
income was similarly steady between $11,500,000 and 
$14,000,000. But in these years the company apparently 
thought nothing of deducting eight or nine million dollars 
fom the gross for depreciation and depletion and this, of 
curse, left relatively little as the reported earnings on 
the common stock. 


Recent Sales and Earnings 


Last year, sales of metal aggregated $17,300,000 and 
gross income was somewhat in excess of $7,000,000. How- 
eer, depreciation and depletion charges totalled less than 
$3,000,000, so that there was reported for the common 
sock net income of $4,062,720, or the equivalent of $3.62 
ashare on each of the 1,122,842 shares of $5-par common 
tock outstanding. These per share earnings were more 
than those reported for 1927 when sales were close to 
$30,000,000 and gross income 
not so very far from twice the 
$7,000,000 reported for last year. 
All this leads up to the point that 
should the Cerro de Pasco Cop- 
per Corp. ever achieve again the 
boom-time output of 100,000,090 
pounds of copper, and other 
netals in proportion, that some 
vey handsome per-share earn- 
ings must inevitably be reported. 
After all, two years of deprecia- 
tion and depletion charge-offs as 
in the late boom would entirely 
wipe out the net property .valua- 
tion. Last year, the company pro- 
duced 64,000,000 pounds of cop- 
per, more than 16,000,000 pounds 
of lead, 16,000 short tons of zinc 
concentrates, slightly less than 
12,000,000 ounces of silver and 
28,637 ounces of gold. 

These figures on production 
show the importance of the pre- 
tious metals to the company and 
explain why the common stock 
of Cerro de Pasco always shoots 
forward whenever the United 
States Government pursues vigor- 
ously the folly of buying silver. 
It will be noted that 12,000,000 
ounces of silver at 50 cents an 
ounce is worth more than 60,- 
000,000 pounds of copper at 9 
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In the Cerro de Pasco district there are also 
native mines 


cents a pound. Also to be noted, of course, is the fact that 
while the Cerro de Pasco Copper Corp. has benefited very 
importantly from a high silver price, the artificiality and 
complete lack of economic justification for such a price 
make the company a potential sufferer from returning 
monetary sanity in this country. 

When the United States imposed a tariff on copper it 
was a severe blow to American capital in Cerro de Pasco, 
Chile Copper and other South and Central American 
copper producers. These must now sell their output abroad 
and without any aid from the greatest copper consuming 
country in the world, the United States. Fortunately, the 
world demand for copper has been increasing sharply and 
the foreign price today is but slightly under the domestic 
price. A large tonnage of Cerro de Pasco’s metal is refined 
in bond in this country by the American Metal Co. and 
then sold abroad; Cerro de Pasco holds as an investment 
39,000 shares of American Metal. 


Strong Balance Sheet 


From a financial standpoint, Cerro de Pasco seemingly 
has nothing about which to worry. Its balance sheet as 
of the end of last year showed cash of $4,800,000 and 
marketable securities, most of which were United States 
Government bonds, of $6,500,000. In addition there were 
other current assets, bringing the total to more than $22,- 
000 000: current liabilities were but slightly in excess of 
$2,000,000. This position is the stronger because there 
are neither bonds nor preferred stock outstanding, the sole 
capitalization being 1,122,842 shares of common stock of 
$5 par value. 

In the future outlook for the Cerro de Pasco Copper 
Corp. there is much of interest, some of it favorable, some 
of it vaguely disquieting. On the favorable side is the 
greatly strengthened world statistical position of copper. At 
the worst in 1932 world stocks 
of copper reached the staggering 
total of some 800,000 short tons, 
or not so very far from an entire 
year’s consumptive requirements 
at the then rate of demand. To- 
day, however, these stocks have 
almost been cut in half and at 
the same time there has been a 
remarkable increase in demand. 
Last year, world consumption ag- 
gregated 1,600,000 tons, so that 
now, instead of a year’s supply 
on hand, there is but three 
months’ supply. This may be 
considered almost normal. 

It is, moreover, consumption in 
foreign countries rather than the 
United States that has been forg- 
ing ahead. Between 1927 and 
1935 consumption over the pre- 
vious eight years in Great Britain 
jumped 47 per cent, Italy 41 per 
cent, Germany 25 per cent and 
France 17 per cent; United States’ 
consumption declined. The out- 
look is for further gains abroad. 
This will be the result of increas- 
ing use of copper in construction, 
in automobiles and other machin- 
ery, and in the rearmament pro- 
grams in which almost the whole 
of Europe is now busily engaged. 

(Please turn to page 182) 
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ils Can Be Bought Now 


Rising Consumption Offsets Temporarily 
High Stocks — Profit Trend Is Up 


By T. S. ALEXANDER 
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T seems natural that 
confidence in the near 
future outlook for oil 

securities should have been 
é 
somewhat shaken by re- 


Oil Stocks in a Favorable Position 


Earnings Per Share 
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and approximately 11 per 
cent above a year ago. 
The industry has just re- 
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cently experienced a rec- 
ord - breaking season for 
furnace oil; the increasing gasoline inventories which have 
caused some uneasiness were the result of the necessity of 
running more crude to get enough furnace oil, Diesel oil 
and other fuel oils to supply the winter demand. Now, 
with gasoline demand running at a record and the season 
of heavy consumption about to begin, there is no reason 
to believe present stocks are excessive. 

Furthermore, in addition to heavy consumption, stocks 
of all oils on hand above ground are relatively low. The 
industry must rely principally on these in any emergency. 
Indeed, the sub-surface reserves do not seem to be sufhi- 
ciently assured to justify the carrying of any lower above- 
ground stocks than now exist. The total inventories of all 
oils above ground, 550,000,000 barrels, represent a decrease 
of 20,000,000 barrels from last year’s and are some 150,000,- 
000 barrels below the all-time record of 1929. 

The present oil situation is most clearly indicated by the 
present stocks as interpreted in days’ supply. Today there 
are sufficient supplies on hand to last little more than 180 
days at present rate of consumption; a year ago there were 
207 days’ supply on hand. 
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production is problemati 
cal and the future reserves 
are in the last analysis only a matter of guesswork, on the 
other hand the consumption of oil, an irreplaceable product, 
goes on day after day at an increasing rate, with apparently 
no limit. 

It is true that domestic crude oil production has been on 
a persistent up trend throughout the year, with the present 
rate close to 3,000,000 barrels daily, a record. Nevertheless, 
the industry is fully aware of the dangers which a serious 
overproduction might entail, and is even now engaged in 
strenuous efforts to curb it. 

The most troublesome spot at present is on the Texas side 
of the Rodessa oil field in Cass County, where the field has 
been extended from its original discovery well in Louisiana. 
Although this is undoubtedly a major field and may prove 
one of the largest ever discovered, perhaps second only t0 
East Texas, there are several factors which render it mate’ 
rially less of a threat than East Texas. 

For one thing, the oil is of a grade which does lend itself 
as readily to refining. The gasoline yield under the ordinary 
cheap refining methods used in East Texas is probably not 
more than half that from East Texas crude. 
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Furthermore, the industry, realizing the importance of 
keeping the situation in hand, is already making strenuous 
eforts to ward off a possible wave of overproduction. The 
states of Texas and Louisiana which derive a large income 
from oil, also are apparently anxious to avoid trouble and 
have been conferring with a view to taking further restric- 
tive measures on their respective sides of the field. 

The extent of the Rodessa field is not yet fully known, 
but the major companies already control a_ substantial 
amount of the proven acreage. This will also help insure 
an orderly development of the field. 

In other words, the industry is fully alive to the Rodessa 
threat and is taking concrete steps to meet it. Under these 
circumstances, it appears almost certain that the dangers in 
the situation will be kept at a minimum, and it may be 
that the caution 
now injected into 
the situation will 
prove of consid- 
erable benefit to 
the industry in 
the long run. 

In the opinion 
of some students 
of the oil situa- 
tion, the indus- 
try has passed 
through its first 
phase of recovery 
from the depres- 
sion, wherein the 
crude oil market 
has become sta- 


marketing division, therefore, is a prime requisite to profit- 
able operations for most of the larger integrated companies. 

During the recent phase of activity in the market for oil 
securities, the lag in refined products was duly noted, and 
stocks of the oil producing and so-called “oil reserve” com- 
panies, received most attention by far. In the next bull 
market, it may well materialize that the securities of the 
marketing companies will obtain a greater share of recog- 
nition. After all, the money which goes to produce crude 
oil, comes originally from the service station and other 
marketing outlets of the industry. 

The industry as a whole is in a remarkably strong finan- 
cial position and there is reason to expect that its general 
profit trend will continue in the same upward direction 
which it has established in the past two years. 

From an operating standpoint, some of the estab- 
lished oil organizations which appear to be in a rela- 
tively strong position both in production and 
marketing and which are worthy of careful investor 
consideration at current levels include: Standard Oil 
of New Jersey, Standard Oil of California, Texas 
Corp., Gulf Oil Corp., Tide Water Associated Oil 
Co., Consolidated Oil Corp., Pure Oil Co., Phillips 
Petroleum Co., Continental Oil Co. and Shell Union 
Oil Corp. 

Turning next to the leading oil marketing or- 
ganizations which appear well situated for further 
improvement, we note: Socony-Vacuum, Standard 
Oil of Indiana and Atlantic Refining. 

In a group representing companies particularly 
strong in refining, crude oil production and reserves 
can be included: Humble Oil & Refining Co. and 

South Penn Oil 
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its attention to 
the question of placing its mar- 
keting operations on a more prof- 
itable basis, a matter in which it 
has so far fallen behind. 
Wholesale prices of petroleum 
products in the first quarter of 
1936, although nearly 13 per cent 
higher than during the same period 
a year ago, are still considered to ae — 
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be only 55.4 per cent of normal, 
according to the American Petrol- 
eum Institute. The Institute’s figures show that other com- 
Modities are now 80.3 per cent of normal, 25 points higher 
on the price index than petroleum products. The chief 
obstacle to higher prices for refined products, however, is 
the existence of a considerable excess of retail outlets. As 
every motorist doubtless knows, the number of gasoline 
stations along the highways is far greater than can possibly 
be supported by demand, notwithstanding the fact that 
demand continues to establish new high levels. Frequent 
and costly price wars have been the result and it is to be 
doubted that outbreaks of this sort in the future can be 
avoided. It is the oil companies and not the dealer which 
bear the brunt of the costs of a price war, for it is the 
general policy of the industry to protect the dealer to the 
extent of his regular margin of profit. Stability in the 
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inflation threat is 
probably behind 
this view and with considerable justification, nor is it likely 
that any change in the popularity which these oils have 
enjoyed will occur in the near future. They include: 
Amerada Corp., Seaboard Oil Co., Barnsdall Oil Co. and 
Creole Petroleum Corp. 

These suggestions are not to imply that the companies 
mentioned are the only ones in a favorable position. Specific 
mention has been made of those organizations which in 
the light of past performance, present circumstances and 
future prospects seemed destined for substantial gain in 
their profit position which, of course, should find reflection 
in the value of their securities. 

From the security buyer’s standpoint they are not of equal 
caliber, some being more speculative than others and choices 
must be made in accord with individual circumstances. 
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Earnings Gain 





National Supply earned the 
equivalent of 53 cents a share of 
common in the March quarter, 
compared with a loss last year. 
Company has been helped by more 
intensive drilling of oil wells. 

.. Chicago Pneumatic Tool’s 
earnings were up to 16 cents a 
share in the first quarter, as against 
4 cents last year. Outlook for this 
company, Ingersoll-Rand and 
thers in the same field has been 
much improved. Western 
Union’s earnings in the first three 
months of the year took a big jump 
to 92 cents from the 19 cents a 
share reported last year. Good 
barometer of general business this 
company and, the outlook being 
what it is, holders are confidently 
expecting an increase over the $2 
in dividends paid last year... . 
$1.42 against $1.21 for United 
Carbon in the first three months 
of 1936. Carbon black sales helped 
by the better demand for auto 
mobile tires, paint, inks, etc. 


—_—_——_@—_____- 


Marlin-Rockwell showed 72 
sents a share in the March quarter 
against 56 cents a share last year. 
Outlook for bearings is still good. 

Airplane companies do better: 
United Aircraft 16 cents a share in 
the first quarter compared with 3 cents 
a share last year; for Boeing a sharp 
reduction in loss; while Pan A merican 
for the whole of last year has just re- 
ported $1.85 a share, against $1.68 
for 1935. Amerada’s earnings for 
the first quarter were up 9 cents a 
share over the 51 cents reported for 
the corresponding previous _ period. 
Huge potential production of crude 
gives this company a glittering outlook, 
if only prices hold. . . . Tremendous 
increase for United Drug with earn- 
ings of 88 cents a share for the first 
three months of 1936, against 16 cents 
last year. At $13 a share, stock looks 
cheap on earning power. . . . [nter- 
national Nickel’s 54 cents a share for 
the first quarter compared with 51 
sents a share in the December quarter 
and 30 cents last year reflects the dyna- 
mic growth of a great alloying metal. 
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Wide World Photo 


Improved demand spurs the steel industry 
to a great program of mill reconstruction 


and renovation. 


Sales Volume Increasing 





Remington Rand’s domestic orders 
in April were 43% ahead of April, 
1035 

ee meee 


Greatly increased use of plywoods 
is largely because of better bonding 
material. A small amount of a va- 
riety of toxic chemicals in the glue 
stops termites, rats, mice and other 
undesirable burrowers remarkably ef- 
ficiently. 

sccmadinlibiaras 


Cars of revenue freight loaded in the 
eighteen weeks ended May 2 aggregated 
11,123,211, a gain of 7.2% over the 
like 1935 period. Recent weeks com- 
pared with their corresponding weeks 
of last year make an even more favor- 
able showing. This is the best possible 
news, indicating an improvement in 


general business and foreshadowing 
larger revenues for the sorely-tried 
railroads. At the same time, in- 
creased carloadings in themselves 
make for more business in other 
lines. Recent orders for freight 
cars have been most gratifying 
and the orders that ‘have been 
placed with steel companies in con: 
sequence are helping to sustain the 
latter industry at its present com 
paratively high operating rate. 


eS 


During April the Baldwin 
Locomotive Works and subsidi 
aries received orders that aggre: 
gated $3,642,330, compared witha 
total of $2,086,769 in the previous 


April. In the first four months 
of this year, the company 
booked a total of $10,771,034 


against $6,735,456 in the first four 
months of 1935. 


—____@—__—__ 


With unfilled orders as of Apri 
10, amounting to nearly $20,000, 
000 Douglas Aircraft is thought 
to have established a record for the 
industry. 


——— 


Domestic manufacturers used 
51,897 tons of crude rubber during 
April, a new all-time high record 

for any month. It was more than 21% 
greater than the amount consumed in 
March and more than 17% over April, 
1935. The increased demand, plus the 
recent raising of retail tire prices, has 
much improved the outlook for the 
rubber companies. 


-@———_—_—~ 


The National Machine Tool 
Builders Association reports that 
its index of new orders stood at 125.7 
for April, compared with 105.3 for 
March and 65.6 for April, 1935. The 
most recent figure is about equal to that 
for last August which was the highest 
for any month since 1929. The pres 
ent outlook is for further gains as the 
automobile industry moves ahead with 
its retooling, incidental to the introduc 
tion of 1937-models next fall. Acctivitv 
in machine tools has always been con 
sidered an excellent barometer of gen’ 
eral business conditions. 
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Expanding Operations 





The Kodak Park plant of the East- 
man Kodak Co. is to hive natural 
gas. A contract has been signed by the 
company which will involve the laying 
of nearly 100 miles of 14-inch pipe 
to carry the gas from the Pennsylvania 
fields into Rochester. 


———_@—__—— 


Carnesie-lllinois Steel, U. 8. 
Steel subsidiary, has started work on 
a new $800,000 boiler house at the 
Ohio works. Rehabilitation and expan- 
sion in the steel industry is becoming 
almost universal. 


—_———_@——————— 


In a statement of registration with 
SEC, Owens-Illinois Glass gives 
details of a contemplated expenditure of 
some $12,500,000 for improvement and 
expansion over the next two or three 
years. The program is to be financed 
by issuing 63,300 shares of additional 
common stock. Present stockholders 
will have the right to subscribe to the 
new stock at $100 a share in the ratio 
of one new share for every twenty now 


held 


—_———-¢-—————— 


Cudahy Packing is to build a 
$400,000 plant at East Albany, 
Georgia, thereby following Armour 
and others southwards—a territory be- 
coming increasingly important in the 
livestock world. 


——— 


Libbey - Owens -Ford Glass is 
planning to spend $700,000 for ex- 
panding its East Toledo and Rossford 
plants 


—— Heo 
New Products 





The American Iron & Steel Institute 
says that the steel industry this year 
will spend more than ever on research. 
A survey of 42 companies, representing 
90% of the industry’s capacity, shows 
a total research budget of $9,200,000, 
compared with $8,100,000 last year. 


ee  ceen eee 
Dr. W. F. Gericke, Associate Plant 
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Physiologist at the University of Cali- 
fornia, has certainly done something on 
which farmers, those that are constantly 
expounding the “farm problem” and 
anyone else having anything at all to 
do with the land, might well ponder. 
Dr. Gericke is a no-dirt farmer; he 
plants his seeds on a wire screen cov- 
ered with excelsior, straw or some such 
material and then hides them with more 
of the same. As the seeds sprout, the 
roots go down into a liquid food which 
has been heated. The results are 
amazing; tomato plants soar fifteen and 
sixteen feet and yield at the rate of 
217 tons an acre, compared with 5 tons 
if grown in the field. Potatoes have 
been made to yield at the rate of 2,465 
bushels to the acre of tank surface, 
whereas the United States average was 
only 116 bushels in 1934. A number 
of other vegetables have been so grown 
—flowers also. If one wishes to ro- 
mance a little one can see in the distant 
future the complete elimination of the 
picturesque plowman and the more 
productive but less picturesque tractor- 
man; instead, fields will be a long series 
of concrete ditches, while off to one 
side there will be monstrous greenhouses 
for production out of season. The 
farmer of the future will be an expert 


mixer of chemicals, a boiler man and 
electrician, rather than one who can 
plough a straight furrow and knows 


soil textures. We wonder if at that 
time AAA or CPSE (Committee for 
the Prevention of Soil Erosion) will 
still be passing out edicts. 


a 


A number of interesting facts were 
brought out at the Farm Chemical 
meeting recently held in Detroit. Dr. 
Charles M. A. Stine stated that this 
year rayons, sporting powders, plastics, 
films, lacquers and other consumers of 
cellulose will require the cotton linters 
from approximately 9,000,000 acres of 
land. Total cotton acreage plant last 
year according to the Department of 
Commerce was 28,650,000 acres, so 
that “modern” industries are now tak- 
ing about a third of the linters avail- 
able. In connection with developments 
since the War, Dr. Stine went on to 
say: “A whole range of new coated 
fabrics have been developed; the paint 
industry has been revolutionized by 
new finishes; new refrigerants with 
unique properties have made possible 
the expansion of mechanical refrigera- 
tion into the home and now air-con- 
ditioning bids fair to set new standards 
in building and transportation. Cam- 
phor made by man from turpentine is 
purer than that obtained from the 
camphor tree; musk, one of the rarest 
of perfume bases, is being synthesized 
and sold at a fraction of what the 
natural product costs. Nitrates and 
ammonia from the air rule that market 
and urea has become a factory product. 





View of General Motors’ new La Grange plant which is busily building 
Diesel locomotives. 
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NORTHERN PACIFIC RAILWAY 





On the Up-Grade 


Properties and Financial Strength Have Been 


Maintained and Revenues Are Now Rising 


By Prerce H. Futon 
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tian Association work, and grand 
father of Cleveland E. Dodge, one 


of the active interests now in 





ganization in 1896, has been 
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down as prime investments and 
were placed on all carefully se- 
lected lists. That was when fixed 
charges were nearly 2/4. times 
earned, as in 1929, dividends at 
$7 a share and later at $5, were 
being paid, with a substantial sur- 201 
plus over both disbursements. 

By careful students of railroad = 
properties and by those who are 
familiar with the position and 


MILLIONS OF DOLLARS 
is 
is) 
| 











“Empire Builder of the North 
west,” and who for many years 
had an active interest in Northern 
Pacific. They believed in the 
Northwest, the Northern Pacific 
and Mr. Hill. They backed this 
| belief with the purchase and keep 
| ing of thousands of shares of the 
| stock of that company. They be 
| gan to buy around 1899. That 
was only two years prior to the 
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famous corner in that stock, which 








lar railroad, it is still given prac- 


sameeren caused it to sell at $1,000 a share 





tically the same high rating. While, 

for the last two years only a small margin over fixed charges 
—17 cents a share in 1935 and 36 cents in 1934—has been 
shown in the income account, the cash position was strong 
throughout the period of depression. 

It was not necessary for Northern Pacific to borrow from 
the banks or the R FC during those years. The cash posi- 
tion is still good and improving. On April 30, that account 
stood at approximately $12,000,000. Although, of course, 
with no dividends being paid, and with none definitely in 
sight for this year, Northern Pacific shares cannot be char- 
‘acterized as a paying investment for the immediate future, 
they nevertheless have distinct long-range possibilities. 

It is to properties like Northern Pacific and their shares, 
that discriminating investors should give careful attention. 
Such properties have a sound physical and financial struc- 
ture, with a vital backbone. Their earnings will come back 
rapidly once they get above a certain level. 

Such careful attention is just what was given by D. Wil- 
lis James, father of Arthur Curtiss James, largest owner of 
railroad shares in the United States; John S. Kennedy, a 
canny old Scotchman, who left millions for philanthropy 
and charity; William E. Dodge, father of Cleveland H. 
Dodge, long a capitalist and leader in Young Men’s Chris- 


164 


and brought on the panic of May 
9, 1901. Much of their stock was acquired from 20 to 30, 
not far from quotations in recent months. 

Messrs. James and Kennedy kept on buying until each 
had something more than 50,000 shares, on which later 
dividends as high as $7 a share were paid. Arthur Curtiss 
James still has about the same amount of Northern Pacific 
stock as his father held. 

The shares of this company still have possibilities—but 
not for a $7 dividend in nearby years. With present con- 
ditions for the railroads generally, it is to be doubted that 
any of the railroads should again pay more than $6 a share 
to its stockholders, even in the best years. Still, with a $4 
or $5 dividend, which is possible, it is obvious that North 
ern Pacific stock would be worth and would sell substan’ 
tially above $25 to $35 a share, the recent range. 

It is necessary only to take a glance at the location of 
the physical property, the capital structure and manage’ 
ment to find valid reasons for these assertions. 

Beginning at St. Paul, the nearly 7,000 miles of this 
system stretch across the rich agricultural areas of Minne’ 
sota, North Dakota, Montana, Washington and Oregon, 
the famous mining districts of Montana and pass through 
the gigantic forests of Oregon and Washington, and serve 
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the large cities and towns between the Eastern and West- 
en terminals. 

By reason of its half ownership of Chicago, Burlington 
@ Quincy Railroad stock, Northern Pacific not only has 
through passenger and freight line from Chicago to the 
Pacific Coast, but also trafic connections to various im- 
portant agricultural and industrial centers throughout the 
Middle West, and likewise to Denver and, through the 
Colorado and Southern, to the Gulf of Mexico. 


May Broaden Territory 


It is possible that the half interest in Burlington may 
enable Northern Pacific to cover a still wider area within 
, reasonable time. The reorganization plan for Denver & 
Rio Grande Western Railroad, now pending, calls for the 
jsuance of one-third of a new common stock to a bond- 
holders committee, to make up in part at least for losses 
sustained by the bondholders by reason of the company 
being in bankruptcy. This committee would not care to 
keep its stock and would like to sell it to the Burlington. 
By some interests in that company at least the idea is favor- 
ably regarded. 

Under this plan, Missouri Pacific and Western Pacific 
would each have a one-third, instead of a one-half interest, 
as now, in Denver & Rio Grande Western. Burlington 
would have the other third. Such an arrangement would 
give the latter a voice in Denver & Rio Grande and West- 
etn Pacific, and also a direct outlet from Denver to San 
Francisco. This plan, in turn, would be of real benefit, 
directly and indirectly, to Northern Pacific. 

When Burlington was paying dividends at the rate of 
$10 per share a year, 
Northern Pacific’s 
one-half covered the 
interest on the bonds 
issued against its 50 
per cent holding of 
Burlington stock, with 
a surplus of about 
$1,400,000 a_ year. 
[In the past few years 
the Burlington divi- 
dend has been greatly 
reduced, $3 being 
paid in 1934 and $2 
in 1935, 

Charles Donnelly, 
president of North- 
em Pacific, says the 
outlook for the pay- 
ment of larger divi- 
dends by Burlington 
this year than last, 
are brighter than 
they were at this time 
a year ago, because 
of the large increase 
in Burlington earn- 
ings during the first three months of 1936 over the corre- 
sponding period of 1935. The official figures for the two 
periods respectively show 54 cents a share against a net 
loss of $1,163,000. 

In well-informed circles a distribution of $2 a share by 
Burlington in June of this year is rather confidently ex- 
pected. If earnings continue to improve at the rate recorded 
s0 far this year, it would seem reasonable to expect another 
$2 dividend—perhaps more—in December. Dividends of 
$4 for this year would bring $3,320,716 into Northern 
Pacific’s treasury. 

The capital structure of that company is an outstanding 
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North Coast Limited crossing the Continental Divide 


feature of its entire position. The $248,000,000 stock out- 
standing represents 44 per cent of the entire capitalization 
of $556,207,500 and the $310,207,500 debt 56 per cent. 
There are no maturities, except a few odds and ends, for 
over sixty years, while the average interest rate on the entire 
funded debt is only about 44% per cent. 

The Northern Pacific has no definite refunding oper- 
ations in hand, but Charles Donnelly, president, says that 
careful consideration is being given by the company and 
its bankers to the desirability and feasibility of re-financing 
the $107,295,600 refunding and improvement mortgage 6 
per cent bonds due 2047. This security is callable at 110 
after July 1 of this year, but Mr. Donnelly points out that 
a call cannot be made on that date, as the necessary three 
months’ notice has not been given. October 1 would be 
the earliest call date. 


Refunding Plan Uncertain 


While there would be a saving of 2 per cent in interest 
if the refunding operation could be accomplished with a 
4 per cent bond, it would be expensive, as the callable figure 
is 110. This would necessitate the payment of a bonus of 
$10 above the par value of each bond. If earnings improve 
considerably more, it is quite possible that the refunding 
will be undertaken within a reasonable time. 

Gross earnings of Northern Pacific have shown marked 
improvement so far this year. The gain has exceeded the 
estimate of President Donnelly. He predicted at the annual 
meeting of stockholders recently that the increase in this 
item for the first three months would be $1,000,000. The 
actual figures disclosed gross earnings $1,290,000 larger 
than for the first 
three months of 1935. 
While April earn- 
ings slipped some- 
what from the rela- 
tive gain shown in 
March, still they were 
about 3 per cent over 
the corresponding 
month of last year. 
For the first four 
months of this year 
gross earnings of 
Northern Pacific were 
9.36 per cent larger 
than for the like pe- 
riod a year ago and 
9.05 per cent over the 
average for the last 
five years. 

Net loss after fixed 
charges for March 
was $536,000, a drop 
of $293,000 from 
March, 1935. The 
net loss of $3,025,843 
for the first three 
months of this year was $513,000 less than for the 
corresponding period of last year. The net losses 
recorded for the early months of the fiscal year should 
not be regarded seriously by present and prospective in- 
vestors in Northern Pacific bonds and stock, as earnings at 
this time of the year always are much smaller than later in 
the fiscal period. Then, too, before the end of the year, 
Northern Pacific will have the benefit of the regular 4 per 
cent dividend on its wholly-owned stock of the Northwest- 
ern Improvement Co., amounting to roughly $1,000,000 
and probably an extra dividend from the same source. In 

(Please turn to page 186) 
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COMMERCIAL CREDIT CO. 








Profits at Record High 


Is This Stock Cheap at a Price of Less 
Than Ten Times Earnings Per Share? 


By Warp GatTEs 





OR the Commercial Cre- emmmaniatiens — 
dit Co., whose business 
is installment financing 
and factoring, the depression 
ended some time ago. Both its 
volume of financing and its 
profits reached a record high 
last year, and on the showing 
thus far this year 1936 will 
push that record still higher. 
Specifically, this company 
earned $6.35 per common 
share during the twelve months 
ended March 31 or consider- 
ably more than twice the cur- 
rent annual dividend rate of 
$2.50 per share. Yet the price 
range of the stock this year 
has been between a low of 44 
and a high of 587%. At the 
lowest 1936 price it sold at 
seven times present annual 


The Prospect for Commercial Credit 


A Special Statement 
By Howarp L. Wynecar, President 
Assuming that politics will not disturb the 
business situation unduly, and assuming, of 
course, no major disturbance in the business 
or economic world, I look forward to reason- 
ably satisfactory results for 1936. 
If by chance there might for any reason be 
a “letedown” in the general business situation, 
there certainly is no reason to assume that our 
business would “run off” in excess of any gen- 
eral run-off in business. 


times current earnings. Gener- 
ally speaking, we are reluctant 
to argue with the stock market, 
but we have known it to be 
wrong upon occasion. It was 
something less than clairvoyant 
in 1929; and it was not able 
to see very far ahead in 1932. 
Moreover, the fact that in a 
generally soft market Commer. 
cial Credit has advanced from 
the recent low of 44 back 
to a new bull market high 
suggests that some second 
thought already is being taken. 

There are several factors 
that determine the company’s 
profits. One of these is the 
credit experience and ability 
of the management, since they 
relate to operating efficiency 
and to holding defaults and 








earning power per share; at 
the highest price the ratio was 
less than ten times earnings. The yield at the present quo- 
tation of 58 is 4.31 per cent, and the dividend—being sub- 
stantially less than half the present annual earning rate— 
would seem to be a likely candidate either for increase or 
an extra distribution. 

In short, the stock looks very cheap; and because it looks 
so cheap an immediate question arises. These are times of 
very low interest rates and of relatively high investment 
appraisal of earning power and yield. From the sophisti- 
cated managers of the most successful investment trusts 
down to Johnny Q. Public who is on the look-out for ten 
shares of something good there are thousands of investors 
and speculators combing the market for bargains. Among 
them are quite a few smart lads. 

Our question, then, is this: What is “screwy” in the 
Commercial Credit picture? If one can find nothing at 
which to look askance the question must be reversed, to wit: 
Is it barely possible that there may be something a bit 
“screwy” in the “bloodless verdict of the market place” 
which prices some stocks at thirty or forty times what they 
may be lucky enough to earn per share next year or the year 
after but which appraises Commercial Credit at only ten 
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repossessions to a low mini 
mum. On the record of many 
years of successful operation, this factor need not be taken 
into the present reckoning. 

Another factor—of which much has been heard recently 
—is the threat of competition in installment financing from 
other lenders, notably banks. The thought is that such 
competition could affect Commercial Credit adversely both 
by cutting into its volume and by exerting pressure on the 
rates that are obtainable for its services. No doubt bankers 
ruefully cast up the small change derived from investment 
in short-term Treasury paper and cast a longing eye on the 
juicy profits made by the large installment finance com: 
panies, but the latter business is both a specialized one and 
national in scope. Most banks are local in character and 
without trained installment finance personnel. Local credit 
operations are more dangerous than national credit opera’ 
tions. All manner of unforeseeable contingencies—draught, 
flood, fire, tornado and what not—can affect the debtor's 
ability to pay; but when the credit extended spread-eagles 
the country such contingencies “iron out.” 

Suffice it to deflate this threat by pointing out that it has 
now been dangled before the eyes of the Commercial Credit 
stockholder for many months but that nevertheless in the 
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frst quarter of this year the company’s business forged 
shead to a new high, with March the biggest month it ever 
nad, with April still higher and with May—on present indi- 
cations—heading yet another step higher. 

Other factors affecting profits—and here we get to the 
real meat in the coconut—are, first, the volume of financ- 
ing handled and the spread between what Commercial 
Credit pays for borrowed money and what it receives for 
money loaned. To put it simply, the company makes profits 
by borrowing short term funds at wholesale and lending 
them at retail for more than it cost to borrow them in the 
first instance. Of course, it isn’t quite that easy. You have 
to have some capital of your own and a credit standing 
that comes from established achievement, or else bankers 
would turn a glassy eye upon you. Commercial Credit’s 
capital is, roughly, $40,000,000, and with its present volume 
of financing it will be using borrowed funds about two and 
one-half times its own capital. Thus at the close of 1935 
it was obligated to the extent of $94,653,000 for which it 
had given its unsecured short term notes. 


Volume of Lending 


Volume depends mainly on the prevailing level of busi- 
ness activity and the resultant public spending for things 
bought “‘on time.” It depends also on the company’s ability 
to hold or increase its portion of the total of such business 
available. 

As to this, 24.58 per cent of last year’s business was in 
retail motor financing and 41.64 per cent in wholesale, or 
dealer, motor financing— 
a total of 66.22 per cent. 





was a phenomenal one, giving the Plymouth car a much 
enlarged share of the market as compared with 1929. 
During the past two years, while Chrysler sales have 
advanced along with those of the industry, its share of 
the total market appears to have stabilized. 

So far as can be judged on present conditions, Chrysler's 
largest competitive gains probably are behind it. This is 
not vital to Commercial Credit as long as Chrysler holds 
its present trade position and as long as the general trend 
of motor buying is markedly upward. It is our opinion 
that this year will show a gain of about 12 to 15 per cent 
over 1935 in motor volume. It is our guess—for it can 
be nothing more than guess—that with a host of new 
gadgets the industry in 1937 will at least to some extent 
better this year’s sales. 


Motor Business Good 


On the whole, therefore, no important slump in motor 
financing appears likely for a year or two. On the other 
hand, it is the possible scope of future gains in earnings 
that excite the stock market and account for high appraisals 
of many stocks, notably heavy industry equities, such as 
United States Steel and building materials stocks. It is not 
to be expected that companies with record high profits 
will go on year after year doubling those profits. In short, 
the biggest percentage advance in Commercial Credit’s 
profits no doubt has now been seen. This is a factor that 
also accounts for a relatively low price-earnings ratio, even 
though it is likely that this year’s profit will again show a 
respectable gain in dollars, 
if not in percentage. 





Industrial lien time notes 
accounted for only 3.79 
per cent, factoring for 18 


THE BACKBONE Of 
COMMERCIAL CREDITS BUSINESS | 


This leaves for consid- 
eration the question of in- 
terest rates on borrowed 
money and the level of 





per cent; and open ac- 550 
counts, notes and redis- 
counts for 11.15 per cent. 

Of the 66 per cent of 450 
the volume that automo- 
bile financing accounts for, 


COMMERCIAL CREDITS a 
GROSS RECEIVABLES PURCHASED _ 


—— CHRYSLER CORP. SALES 


| 
| installment finance charges. 
| Neither, as a matter of 
| fact, is the vital thing. 
What is vital is the spread 
between them. 

Short term interest rates 












some 90 per cent is financ- 
ing of the various Chrys- 
ler cars — Plymouth, 
Dodge, DeSoto, Chrysler. 
The company has long had 
a close tie-up with Chrys- 
ler, the latter corporation 
owning 50,000 shares of 100 
Commercial Credit stock. 
Although it does not get 
all financing of Chrysler 
cars and although it, of 
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are abnormally low, due 
largely to the United 
: States Treasury's neces- 
sity for large scale financ- 
ing and refinancing and 
} a consequent easy money 
credit policy. Even were 
the Government’s budget 
1 balanced — and this does 
not appear likely for at 
least another year or two 























course, has substantial vol- 
ume apart from Chrysler 
cars, nevertheless it is interesting to observe—as strikingly 
shown by the graph accompanying this article—that since 
1929 there has been a very close parallel each year between 
the total of Chrysler’s dollar sales and the dollar volume 
of receivables bought by Commercial Credit. 

The arrangement with Chrysler has been highly profit- 
able to Commercial Credit. From a strictly investment point 
of view, however, it may be argued that this concentration 
is a weakness justifying some conservatism in appraising 
Commercial Credit’s future. In any event, despite the 
company’s continuing effort to increase its diversification, 
especially in textile factoring and the financing of indus- 
trial rehabilitation and modernization, the buyer of the 
stock at present is to a considerable extent making a venture 
in Chrysler. The latter company’s depression performance 
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—it will be necessary for 
a long time to come, in 
refinancing the huge Federal debt, that low or relatively 
low short term interest rates prevail. We, therefore, believe 
it unlikely that there can be more than a modest advance 
in short term cost of money for several years, if not longer. 
In any event, a reversal of the trend would occur over an 
extended period and there is no reason to assume finance 
companies could not adjust their lending rates upward in 
proportion—though it is true there is usually a lag in this 
process. That lag has favored the finance companies during 
the past two years, their charges not having been reduced 
as promptly as was the cost to them of borrowed funds. 

In this connection, the reader need hardly be reminded 
that short term interest rates were high in 1929—when call 
money commanded fabulous returns in the stock market, 

(Please turn to page 188) 
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Opportunities to Acquire: 





Recent Market Corrections Have Afforded Numerous 


Sound Common Stocks for 


Income and Profit 


SELECTED BY THE MaGaZzINE OF WALL STREET STAFF 


HE recent decline in the stock market has had the 


effect of bringing about a more logical relationship 

between quoted values and early prospective earnings. 
While it is not to be denied that the evidence of business 
recovery has been predominantly favorable, and the proba- 
bilities are that any subsequent recession will not exceed 
moderate proportions, many stocks at their highs earlier in 
the year prematurely reflected an extravagant degree of 
optimism. Even allowing for something more than a 
healthy increase in current earnings and dividends, it be- 
came increasingly difficult to reconcile the ratio of price to 
earnings, at which many of the more popular issues sold, 


with anything reasonable in the way of near term expecta: 
tions for business and profits. 

Not only has the subsequent recession materially cor. 
rected the current perspective but, as is usually the case, a 
number of issues have declined further than would appear 
to be warranted. This is a situation which the longer term 
investor may capitalize advantageously and commitments 
made in selected common stocks at this time might well 
prove to be a profitable undertaking. With this in mind, a 
selected list of common stock of favorably situated companies 
has been prepared and five representative issues have been 
made the subject of special analyses. 





1936 Recent Divi- Yield 
High Low Price dend o// 
Acme Steel. ... ats 7434 59 63 2.50* 4.0 
j Amerada Corp... . . 125% 75 93 2.00 2.2 
Borg Warner... . 83% 64 70 3.00 4.3 
ae 3 103% 854 94 6.00 6.4 
Columbian Carbon er | | 94 120 4.00* 3.3 
eee morose 153 133 140 3.60 2.5 
International Nickel... . 54 4314 46 1.20 2.6 
| -Johns-Manville........ ons sa 88 95 2.00 2.1 


“Plus extras. (a) Special Dividend—No Regular Rate. 


Selected Common Stocks for Investment Funds 


1936 Recent Divi- Yield 
High Low Price dend Q% 
Louisville & Nashville . .. 774% 5716 66 2.00(a) 3.0 
Minneapolis-Honeywell..... 75 65 70 150* 2.2 
Monsanto Chemical......... 103 81 81 1.00* 1.2 
Standard Oil (N. J.)......... 70 511% 60 1.00* 1.7 
Timken Roller Bearing...... 7214 56 62 2.00% 3.2 
CRM, .25 255005055. 110! 8044 87 #200 23 | 
Westinghouse Air Brake..... 4814 34% 36 1.00 2.8 | 
Westinghouse Electric....... 12274 9414 112 3.00 2.8 | 
} 











Acme Steel Co. 
A Light Steel with Good Earning Power 


Although not one of the larger steel 
companies, this condition has been more 
in the nature of an asset than a handi- 
cap to Acme Steel Co., particularly 
during the late depression years. Op- 
erations of the company have consist- 
ently produced a profit even when the 
steel industry as a whole was in the 
deepest of its depression lethargy. In 
this achievement, doubtless the com- 
pany was aided by its ability to more 
readily adapt itself to restricted de- 
mand than many of the larger steel 
producers. 
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Acme Steel specializes in the produc- 
tion of hot and cold strip steel and finds 
its largest customers among automobile 
manufacturers. In addition, however, 





Earnings Per Share 


lst 3 mos. 1st 3 mos. Recent 
1935 1936 Price Div. Yield 
$1.83 $1.19 $63 $2.50* 4.0% 


* Plus extras. 





the company manufactures an extensive 
list of miscellaneous steel products such 
as barrel hoops, bands, bale ties, hinges, 
locks, etc. The location of the com- 


pany’s two plants in the Chicago area 
affords advantages through their prox: 
imity to both raw materials and impor’ 
tant consuming outlets. 

Acme Steel has also shown a fuller 
measure of recovery than the rank and 
file of the steel industry. The impres 
sive upturn in earnings in the past two 
years reflects mainly the pronounced 
gains in automobile production. In 
1934, the company reported earnings 
equal to $3.11 a share on its capital 
stock, which compared with $2.87 a 
share in 1933. Last year net income 
rose to $1,760,965, or $5.37 a share. 
In the first three months of the current 
year, earnings showed a moderate re’ 
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cession to $1.19 a share as against $1.83 
a share a year ago. In all probability 
this reflects the advanced production 
dates of new automobiles which became 
effective last year, resulting in the com- 
pany receiving business in the final 
quarter of 1935 which normally would 
have been booked in the opening 
months of the year. The second quar- 
ter should afford a more favorable 
comparison. 

The company’s capitalization is very 
simple, consisting solely of 328,108 
shares of capital stock. The remaining 
$975,000 of 6% Ist mortgage bonds 
were retired last year and it is ex- 
pected that the balance of the bank 
loans contracted for that purpose will 
be speedily liquidated. Bank loans 
amounted to $500,000 at the year-end. 
The company’s latest balance sheet dis- 
closed a comfortable financial position. 
Current assets, including $905,723 in 
cash, totaled $4,579,901, while current 
liabilities were $1,277,973. 

Stockholders have shared generously 
in the company’s earnings recovery. 
Last year regular and extra dividends 
totaled $2.25 and currently the shares 
are paying regular dividends at the 
rate of $2.50 annually and thus far this 
year an extra of 25 cents has been paid. 
Additional extras, on the basis of indi- 
cated earnings, are a logical expecta- 
tion. At 63, therefore, the shares are 
not only conservatively valued but of- 
fer an assured return of at least 4%. 
Viewed in the light of potential price 
appreciation, it must be admitted, how- 
ever, that earnings recovery for the 
company may be less pronounced from 
this point on, and the factor of leverage 
is not present. The latter particularly 
may be held accountable for the greater 
speculative interest manifest in some of 
the other steel issues. Acme, at the 
same time, may be credited with good 
earning power and an attractive in- 
come return, desirable factors in any 
investment. 


Columbian Carbon Co. 


Profits from National Gas and Carbon 
Black 


In common with the majority of in- 
dustrial enterprises, earnings of Colum- 
bian Carbon reached their depression 
low in 1932. But while many another 
company reported substantial deficits in 
that year, Columbian Carbon had a 
profit of $954,016, equal to $1.77 a 
share on the outstanding stock. More- 
over, dividends were paid without in- 
terruption, the company having re- 
cently declared its fifty-eighth consecu- 
tive payment to stockholders. During 
the past three years, earnings have 
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staged an impressive recovery, with re- 
sults last year the best since 1929, and 
current indications are that 1936 earn 
ings will enjoy a further upsurge. 
The Columbian Carbon Co. is the 








Earnings Per Share 


1st 3 mos. 1lst3 mos. Recent 
1935 1936 Price Div. Yield 
$1.46 $1.91 $120 $4.00* 3.3% 


* Plus extras. 








largest manufacturer of carbon black 
and lampblack in the world. Carbon 
black is manufactured by the incom- 
plete combustion of natural gas—-the 
flame being directed against a cool 
metal surface. Because of the great 
quantities of gas required, operations 
are carried out close to natural gas 
fields. As a result a considerable sur- 
plus of natural gas is produced which 
the company disposes of for the pur- 
pose of supplying heat and light in lo- 
calities many miles distant from the 
gas wells. This is made possible by 
the extensive use of pipe lines. Al 
though carbon black contributes the 
bulk of the company’s earnings the 
marked increase in natural gas sales in 
recent years has contributed import- 
antly to earnings as well as imparting 
a greater measure of stability to opera- 
tions than might otherwise be the case. 

The principal consumer of carbon 
black is the rubber tire industry. In 
addition carbon black is used in the 
manufacture of paints and lacquers, 
printing and drawing inks, polishes and 
chemicals. Last year Columbian Car- 
bon’s sales increased 20% over 1934, 
and, of the total, carbon black accounted 
for better than 43% and natural gas, 
26%. The past year also was marked 
by the successful completion of two of 
the largest gas wells opened up in West 
Virginia in some years, and the opening 
up of a new gas field in western Kan- 
sas. 

The current year has started auspi- 
ciously for the company. In the first 
two months natural gas sales increased 
50% over the same period a year ago, 
while the sales of other products were 
reported to be up about 15%. Con- 
firming this favorable trend, directors 
recently declared the regular quarterly 
dividend of $1, plus a special dividend 
of 50 cents. Total dividends paid in 
1935 amounted to $4.40 a share, or a 
dollar more than in 1934. 

Net income last year totaled $2,992,- 
860, equivalent to $5.56 a share on 
537,586 shares of single class stock. In 
the preceding year net was equal to 
$3.92 a share. For the initial quarter 
this year, the company reported net 
profit of $1,027,011, equal to $1.91 a 





share which compared with $1.46 for 
the same months last year. In the 
matter of dividends, considerable lati- 
tude is permitted by the company’s 
strong financial position. At the end 
of last year current assets totaled $6,- 
872,132, including cash and marketable 
securities of $3,339,047, while current 
liabilities were only $1,102,906. 

The comparatively small amount of 
stock outstanding is to some extent re- 
sponsible for the rather sharp market 
fluctuations—a 40-point spread having 
been achieved between the high and 
low this year. At recent levels around 
120, the shares are about 14 points be- 
low their current high and afford a 
yield of about 312%, solely on the 
basis of regular dividends. Regular 
dividends, however, seem almost cer- 
tain to be augmented by additional ex- 
tras. Further, the shares do not appear 
excessively valued on the basis of prob- 
able earnings this year of around $7 a 
share, which would compare with $7.83 
a share earned in 1929. The substan- 
tially better prospect for the tire indus- 
try combines with expanding demand 
for natural gas and paint products to 
place the current outlook for Colum- 
bian Carbon in a wholly favorable light. 


Louisville & Nashville 
Railroad 


Larger Earnings Indicated 


Recent reports have suggested the 
possibility that earnings of Louisville & 
Nashville this year may show as much 
as $6 a share for the road's stock. 
Traffic in the first quarter was sub- 
stantially enlarged over that for the 
same months last year. Total revenues 
this year were higher by some 18% 





Earnings Per Share Recent 
1934 1935 Price Div. Yiela 
$2.54 $3.53 $66 $2 3.0% 








and net operating income registered a 
gain of 25% in the first three months 
of this year. The road has been feel- 
ing the stimulus of increased demand 
for bituminous coal to supply more 
active industrial operations in the ter- 
ritory which it serves and the heavier 
movement of other classes of freight 
has also been a factor in the improved 
showing this year. 

Louisville & Nashville is predomi- 
nantly a carrier of soft coal, this com- 
modity contributing about 60% of 
total freight revenues, with manufac- 
tured goods and miscellaneous tonnage 
next in importance accounting for some 
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13% of the total. In the past, the fact 
that the road served the prolific coal 
fields in Alabama, Virginia, Tennessee 
and Kentucky gave it a definite ad- 
vantage, owing to the more favored 
position of these non-unionized fields 
over the ‘heavily unionized northern 
mines. Some of this advantage would 
undoubtedly be minimized by the fea- 
tures embodied in the Wagner Labor 
Bill and the Guffey Coal Act. Bitumin- 
ous coal also is being subjected to in- 
creasing competition from fuel oil, 
natural gas and hydro-electric power. 
Nevertheless, and granting that the 
road may not fully regain its pre- 
depression earning power in the near 
future, there still remains considerable 
latitude for earnings recovery and in- 
creased dividends from recent levels. 

The territory traversed by Louisville 
& Nashville extends from St. Louis, 
Chicago and Cincinnati on the north 
to New Orleans, Mobile and Pensacola 
on the south, serving such important 
industrial centers as Mobile, Nashville, 
Louisville, Atlanta and others. This 
territory originates about 85% of the 
road’s trafic. In relation to traffic 
density and normal earning power, 
capitalization of Louisville & Nashville 
is conservative. In the seven years 
prior to 1930, fixed charges were earned 
better than twice and until August, 
1932, dividends had been paid without 
interruption for thirty-three years. 
Total funded debt of the road com- 
prises about two-thirds of the total 
capitalization with the balance repre- 
sented by 1,170,000 shares of stock. 
This division of capitalization gives the 
shares a high leverage factor, resulting 
in large per-share earnings in _pros- 
perous times and placing a rather heavy 
burden on the road to meet fixed 
charges during depression periods. 
With the probabilities now in favor of 
enlarged traffic and earnings, the posi- 
tion -of the stock promises to become 
increasingly stronger. 

Since 1932 earnings of the road have 
shown a progressive upward trend, net 
in 1933 and 1934 being equal to $1.54 
and $2.54 per share respectively. This 
rate of increase was practically dupli- 
cated last year when the shares earned 
$3.53. Last year funded debt of the 
road was reduced by $2,322,910 and 
the recent sale of $9,292,000 first and 
refunding bonds bearing a 4% coupon 
resulted in savings in annual interest 
charges. In connection with late earn- 
ings it might be pointed out that the 
road has benefited materially as a re- 
sult of the emergency freight sur- 
charges, which expire June 30 next. 
There is, however, at least an even 
chance that these rates will be continued 
by the I. C. C. 

Last year total dividends paid to 
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stockholders of Louisville amounted to 
$2.50 a share. Earlier this year a $2 
disbursement was made and the late 
trend of earnings strengthens the pos- 
sibilities of a similar disbursement in 
July. At 66, the shares are some eleven 
points below their high for this year 
and appear to afford one of the 
more desirable opportunities among 
representative rail equities. 


Minneapolis-Honeywell 
Regulator Co. 


Oil Burners and Air Conditioning 
Broaden Its Market 


The fact that Minneapolis-Honey- 
well Regulator Co. was able to avoid 
red-ink operations during the depres- 
sion is the more noteworthy by reason 
of the company’s close association with 
the building industry, which experienced 
a slump of exceptional severity. The 
company was fortunate in two respects 
—demand for its products was rela- 
tively well sustained and its capitaliza- 
tion is moderate. Since 1932, earnings 








Earnings Per Share 


1st 3 mos. 1st 3 mos. Recent 
1935 1936 Price Div. Yield 
Nil $0.27 $70 $1.50* 2.2% 


* Plus extras, 








have recovered rapidly and the current 
prospect gives adequate support to the 
contention that the strong upturn will 
be continued. 

Minneapolis-Honeywell is one of the 
formost manufacturrs of heat-regulat- 
ing and temperature-control devices for 
both home and industrial uses. It there- 
fore finds broadening markets in the 
rising demand for oil and gas burners 
and in air-conditioning installations. 
Although not without competition, the 
company’s products are well known 
and enjoy considerable consumer pres- 
tige, with both dealer and original 
equipment running to sizable volumes. 
Research with a view to the develop- 
ment of new products is an important 
phase of the company’s activities and 
the development of control devices to be 
used in connection with air condition- 
ing is a factor of potential importance. 

Until recently, the company’s capi- 
talization has consisted of 18,258 shares 
of 6% preferred stock and 207,300 
shares of common stock. Earlier this 
year, however, stockholders voted to 
split the common stock three-for-one, 
increasing the outstanding amount to 
621,901 shares. Even allowing for the 
increased number of shares, the com- 
pany’s capitalization is not large in re- 


lation to corporation standards today, 

Giving effect to the present amount 
of stock outstanding, net profit of $1, 
793,339 last year was equal to $2.67 a 
share on the common stock, after al 
lowance for preferred dividends. On 
the same basis the common earned the 
equivalent of $1.56 a share in 1934. 
Last year, the company’s sales expanded 
about $3,600,000 to $9,087,678. In- 
dicative of what may be ahead of the 
company this year, was the earnings 
performance for the first quarter. The 
net profit of $195,276 gave the common 
stock earnings equal to 27 cents a share, 
after preferred dividend requirements. 
This first quarter normally is a sea 
sonally restricted one for the company 
and last year profits in the first three 
were not quite enough to meet dividend 
requirements on the preferred. On the 
basis of the current showing recent re- 
ports suggesting that current earnings 
are running at the rate of $4 annually 
appear to be well founded. 

Following the split-up in the common 
shares dividends were inaugurated at 
the rate of 37% cents quarterly and 
an extra of 12% cents was also de 
clared. Previously, the old stock paid 
75 cents quarterly, plus extras. The 
company’s dividend policy, however, 
has been a conservative one but both 
earnings and a strong financial position 
indicate that stockholders would be fully 
justified in regarding the shares to be 
at least on a $2 annual basis. At 70, 
the shares are quoted at a compara 
tively high ratio to prospective earnings, 
apparently appraising the constructive 
factors some distance ahead, but as an 
investment candidate to be acquired 
during reactionary sessions, they com: 
bine investment appeal with longer 
term price appreciation possibilities. 


Westinghouse Air Brake Co. 
New Orders on the Up Trend 


In the first quarter this year West: 
inghouse Air Brake Co. had the best 
earnings for that period since 1931 and 
per-share earnings were better than 
50% of the showing for the full 1935 








Earnings Per Share 


lst 3mos. lst3mos. Recent 
1935 1936 Price Div. Yield 
Nil $0.1614 $36 $1 2.8% 








year. Further tangible evidence of a 
belated revival in railroad equipment 
is to be found in a recent report of 
the Association of American Railroads. 
New freight cars of all types on order 
(Please turn to page 186) 
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The Business Analyst 


— Activity Well Sustained 


tomary seasonal peak 

has probably been 
reached in a few leading in- 
dustries, there is no reason to 
anticipate a greater than nor- 
mal recession in business ac- 
tivity between now and the 
summer months, and little if any decline should take place 
during the present quarter in our Index of Business Ac- 
tivity, which is adjusted to make allowance for ordinary 
seasonal fluctuations. As a matter of fact, the index has 
advanced fractionally during the past fortnight in spite of 
some tapering off in automobile assemblies and in the steel 
ingot rate. Meanwhile car loadings have actually expanded 
to a new high for the year. On the other hand, there has 
been a noticeable slackening of late in the rate at which the 
country’s physical volume of production was improving, 
and the per capita output of goods and services, on an 
annual basis, is still around 13% below normal. If even 
this poor rate of activity could be maintained throughout 
the year, the volume of unemployment should be reduced 
to about 6.5 millions. In this connection, it may be ob- 
served that present estimates of unemployment are open to 
grave question, and the conviction grows that relief rolls 
are being swelled by an unconscionable amount of chiseling. 
Warmer weather thus far this month has stimulated retail 
trade in some sections, and the New York area, though 
usually sensitive to movements in the stock market, is run- 
ning about 10% ahead of last year. In April, department 
store sales throughout the country showed a 9% gain over 


De my the cus- 


— Retail Trade Active 

— Some Price Weakness Apparent 
— Automobile Sales Good 

—Tires More Favorably Situated 


the previous April; and the 
first twenty-five chain store 
systems to report results for 
last month enjoyed an in- 
crease of 10.4%, compared 
with average improvement 
of only 7.5% for the first 
quarter. Montgomery Ward 
had the biggest April gross in its history. Dividend declara- 
tions in April came to 23% more than in April, 1935. 
This, along with the substantial improvement in investment 
values that had taken place prior to the market's reaction, 
help to explain a 42% expansion in sales of jewelry as com- 
pared with a year ago. 

Security prices are moderately firmer at present writing, 
with the Common Stock Index up over a point, and second 
grade bonds showing a somewhat better trend in sympathy. 
Since the recent advance of 1% of 1% in time and call 
money rates was made possible largely through co-operation 
among the leading New York banks, and was not the natural 
result of any substantial increase in demand for, nor a con- 
traction in the supply of, loanable funds, there appears no 
reason to anticipate any resulting adverse effect upon the 
market prices of high grade bonds, which remain firm under 
the sustaining influence of huge unused credit reserves. 
Conspicuous weakness in French bonds since the elections 
in that country has served to strengthen the belief that de- 
valuation or destandardization of the franc is only a matter 
of time. When and if this happens, one must turn to the 
pound sterling for a clue to the effect upon our own econ- 
omy. Recently the pound has been rising in response to a 
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flight of funds from France now temporarily slackened. 

In spite of all the talk of inflation in this country, there 
has been no evidence of any such nearby development in 
the action of our Raw Material Price Index, which has 
sagged gradually during the past month, owing chiefly to 
lower prices for wheat, cotton, silk, rubber and hides. The 
metal section, however, holds firm. 

A recently released report, compiled by a distinterested 
group of economists, estimates that two-thirds of the busi- 
ness recovery which has taken place since the banking holi- 
days may be attributed to the Government’s pump priming 
expenditures, and the remainder to private initiative. Doubt- 
less the role played by private initiative would have been 
greater had the Government done less; yet no substantial 
reaction in business seems probable so long as the pump 
priming continues on its present huge scale 


The Trend of Major Industries 


STEEL—Although the steel ingot rate has receded some- 
thing more than a point from the year’s high of 70.8% 
of capacity, attained during the closing week of April, this 
season’s peak has come about three months later than last 
year, and the customary summer recession during the next 
few months is not expected to be so pronounced as usual. 
Automobile sales are holding up remarkably well, construc- 
tion is on a larger scale than a year ago, railroad demand is 
noticeably better, and miscellaneous consumption, especially 
by the farm implement, can and oil industries, is holding 
up remarkably well. Prices for scrap have recently been 
displaying exceptional weakness; but the termination of 
Italo-Ethiopian hostilities appears to be more responsible for 
this than prospects for any drastic falling off in domestic 
demand. Under a higher operating rate and more stable 
prices, the steel industry is now well in the black and sec- 
ond quarter prospects are more promising than for any like 
period in years. In April, the U. S. Steel Corp. is esti- 
mated to have earned around 25 cents a share for the 
common stock after full dividend allowance on the pre- 
ferred. Costs, however, continue to mount slowly, and 
price advances ranging from $2 to $3 a ton are contem- 
plated on a number of finished products for third quarter 
delivery. Advance buying in anticipation of such increases 
should help to sustain 


responding period of 1935 due to price and volume gains, 


PETROLEUM—Dtue to more attractive prices for crude, 
and owing also to the circumstance than leaseholds taken 
up five or ten years ago will expire soon unless drilling is 
started, oil drilling has increased recently to the most rapid 
pace in many years throughout all of the major fields with 
possible exception of California. In consequence of this, 
and on account of abnormally large refining operations, 
inventories of both crude and gasoline have shown a tend- 
ency to increase. On the other hand, the period of heaviest 
consumption is here and from present indications the de- 
mand for motor fuel will establish a record. 


AUTOMOBILES—Under the reciprocal trade pact re- 
cently signed with France, the French quota for American 
automobiles has been increased to fourfold the present num- 
ber and import duties cut in half. Last year, our motor car 
shipments to France were valued at $4,000,000. Domestic 
registrations of automobiles in April are estimated at 320,000 
units, about the same as last year. 


CHAIN STORES—Should anti-chain store legislation 
be passed by Congress, reducing merchandise discounts on 
quantity purchases, it seems likely that large distributors 
would turn to exclusive sources of supply or manufacture 
a considerable portion of their own merchandise and 
thereby avoid any serious resulting inroads into profits. 


TIRES—Although a considerable part of the recent 
10% advance in tire prices will go for increased wages, the 
announcement has been fortunately timed to coincide with 
a decision by the International Rubber Regulating Com- 
mittee to raise the crude rubber quota to 65%, from 60%, 
for the second half of 1936, and thereby prevent any undue 
rise in the price of crude. 


Conclusion 


Although the recent decline in our Common Stock Index 
wiped out nearly all its gain since the first of the year, the 
entire reaction thus far witnessed has amounted to only 
15%, which is not an excessive technical readjustment 

of values in view of 
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Answers to Inquiries 





The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 





AMERICAN RADIATOR & 
STANDARD SANITARY CORP. 


! realize the value of your counsel when 
{ see the current quotations on American 
Radiator, and recall that you advised de- 
ferring its purchase at around 25. With 
the stock now selling considerably lower, 
do you believe it offers good speculative 
— now?—M. M. C., Elizabeth, 
N. J 


On the basis of latest earnings for 
the year ending March 31, 1936, the 
present price of American Radiator & 
Standard Sanitary common stock is still 
high in relation to current earnings, de- 
spite the decline in the issue during re- 
cent reactionary markets. This report 
revealed net profits of $3,504,352, the 
highest since 1930, which compared fa- 
vorably with $2,798,860 for the year 
ending December 31, 1935. Reduced 
to terms of the 10,039,719 shares of 
common stock, this was equivalent to 
31 cents a share against 25 cents a 
share for 1935. The financial condi- 
tion at the year end remained impres: 
sive with current assets, including 
$18,066,295 cash and $660,739 gov- 
ernment and municipal bonds, amount- 
ing to $63,500,659 against current 
liabilities of $8,397,082 which com- 
pared with current assets of $59,- 
921,863 and current liabilities of $6,- 
061,840 on December 31, 1934. In- 
ventories were almost $5,000,000 higher 
in 1935 and with the merchandise ac- 
quired at prices below the present mar- 
ket, this gain has the effect of protecting 
the company against inflation, should 


it occur. In commenting on the gain 
shown recently, it is only fair to point 
out that the very size of the company 
mitigates against a rapid improvement 
in per share earning power and until 
residential building assumes boom pro- 
portions, the heavy overhead will be a 
retarding factor on earning power. 
However, the company is constantly 
working toward placing operations on a 
more economical basis and with ex- 
panding expenditures for home renova- 
tions together with quickening activity 
in residential construction, these factors 
combined are promising conditions for 
a continuation of moderate improve- 
ment during the current year. While 
substantial appreciation is somewhat re- 
mote, at present levels of approximately 
19 this stock appears to have promising 
longer term speculative possibilities for 
purchasers who are willing to disregard 
the current market uncertainty with a 
view to the longer term potential- 
ities of the company over a period of 
time. 


McINTYRE PORCUPINE MINES, 
LTD. 


I have 100 shares of McIntyre Porcu- 
pine Mines, bought last year, on which I 
could now get out even. Because of the 
uncertain inflationary prospects, this might 
be in order. What are your views?—E. 
W. F., Minneapolis, Minn. 


McIntyre Porcupine Mines, Ltd., 
reported for the nine months ended 


December 31, 1935, a net profit of 
$2,639,161, which was equal, after de- 
velopment expenses, depreciation and 
taxes, to $3.31 a share on the capital 
stock. This compared with $2,796,703, 
or $3.50 a share in the preceding com- 
parable period. Costs and development 
expenses were higher during the latest 
period due in part, at least, to the fact 
that the company recently has pursued 
the policy of treating its lower grade 
ores which could not be profitably mined 
prior to the increase in gold quotations. 
Lacking further dollar devaluation, it 
seems probable that earnings reports of 
this company will show a high degree 
of stability. If this proves to be the 
case, the stock probably will continue 
rather colorless marketwise, but there is, 
nevertheless, the income feature of the 


shares to be considered by the investor . 


type of holder. Distributions currently 
are running well below indicated earn- 
ings on the stock and even should there 
be an unexpected increase in costs, little 
difficulty should be experienced in con 
tinuing the present $2 annual ate. 
Certainly, the excellent financial condi’ 
tion of the organization would seem to 
indicate such a policy even though earn- 
ings failed to hold at current levels. 
On the other side of the picture there 
is still the strong inflationary trend 
which, if continued, is bound to attract 
buyers to gold mining stocks, particu’ 
larly of the income producing type. 
While actual ore reserves blocked out 
by McIntyre are not extensive, the com: 
(Please turn to page 179) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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6 Points Profit in 2 Days! 





T UESDAY morning, May 
12, we telegraphed our 
subscribers: ‘‘TRADING AD- 
VICES BUY MONTGOMERY 
WARD AT MARKET; BARGAIN 
INDICATOR BUY AMERICAN 
SMELTING UNDER 75.” The 
average prices paid were 3934 


nd 7 5K, respectively. 1. The largest unit 
rere oe ° in its field 
On Thursday, May 14, Ward 
ia a ds ‘ 2. Best first quar- 
sold at 42. an N me ting at ter report in 
785<—a gain of 6 points with history 
higher prices in immediate 3. Unfilled orders 
prospect. Of course, we shall 60% above 
year ago 


advise definitely when to close 
these out and accept profits. 


stock under 
supervision. 


May 12, with only 600,000 
shares, was a day of extreme 
dullness but the oversold con- 





Subscribe NOW to Receive 
This Special Analysis 





A Leader in a Growing 
Industry NOW SELL- 
ING UNDER 7 


We shall tell you when to buy 
and when to sell keeping the 

our continuous 
Even a moderate 
commitment should bring you 
substantial profits. 


MENT AND BUSINESS FORE- 
CAST. Located in the very heart 
of the financial district, with 
the resources, facilities and 
contacts of THE MAGAZINE OF 
WALL STREET at our disposal, 
our information is accurate, 
our experts are highly trained 
and our advice, therefore, is 
authoritative. 


4. Sold over 30 
in 1929 


5. Now selling 
under 7, down 
30% from its 
1936 high 


HE recent 11% decline 

has materially enhanced 
the selectivity of the market 
and altered security values. 
Many issues are still over- 
priced and, having largely 
discounted their favorable 
aspects, are likely to go lower. 
Any unfavorable development 


6. Active issue 
on the N. Y. 
Stock Exchange. 








dition of the market was ap- 
parent to our analysts. It was 
the point they had been waiting for to have 
our clients make new purchases and expand 
their long position. Among the other buoyant 
active stocks already carried in our active de- 
partments were Zenith Radio, General Motors, 
Schenley Distillers and Anaconda Copper. 


NCIDENTALLY, American Smelting, now 
carried in our Bargain Indicator, was pre- 
viously closed out on April 6 at 8514. Recom- 
mended at 617%, the profit on the move amount- 
ed to 233 points. This is further evidence of 
the profitable service provided by THE INVEST- 





90 BROAD STREET 


Code Book has had time to reach you.) 


Cl TRADING 
ADVICES 





Your Enrollment Will Start at once but date from July 1, 1936 


THE INVESTMENT AND BUSINESS FORECAST, of The Magazine of Wall Street 
CABLE ADDRESS: TICKERPUB 


[ enclose $75 to cover my six months’ test subscription on The Investment and Business Forecast. I understand that regard- 
less of the telegrams I select I will receive the complete service by mail. 


Send me collect telegrams on all recommendations checked below. 
Short-term reeommendations following important intermediate market movements. 


to four wires a month. Three to five stocks carried at a time. $1,200 capital sufficient 
to act in 10 shares of all recommendations on over 60% margin. 


a month. Three to five stocks carried at a time. $600 capital sufficient to buy 10 shares 


Dividend-paying common stocks of investment rating, with exceptional price appreciation 
prospects. One to two wires a month. Three to five stocks carried at a time. $1,200 
capital sufficient to purchase 10 shares of all recommendations on over 60% 


CAPITAL OR EQUITY AVAILABLE. ... 0... 0. cece eee eceenrcencnces 


* UNUSUAL Low-priced issues that offer outstanding possibilities for market profit. 
OPPORTUNITIES ot att recommendations on over 60% margin. 
Cl BARGAIN 
INDICATOR 
EMME pace Rh Orel auics scale wis a ee EUR eA teens 
RAS tee ks ena. Ga cur aan oe ehteuta cst arts ee eae 
Lo APES ee RE SEMIS Lae eee MO oe ET ee OTe Ce OC 


OURS, 6 bat a asave 1h wah 0-10 SS eal Wl ae Rae alana Oca tare Rem abe Lens May 23 
Include a Complete List of Your Present Holdings for Our Analyses and Recommendations 


might cause serious depreci- 
ation. Our first step in serv- 
ing you would be to send you a detailed and 
judicious analysis of your present securities 
telling you what to hold and what to sell. 


We suggest that you place your subscription 
to the FORECAST without delay. It is at such 
periods as this, during the normal technical 
recovery, that profit possibilities are the great- 
est. Our current recommendations and those 
we are considering, offer exceptional promise 
and should be among the first to register sub- 
stantial gains. To participate in them, mail the 
coupon below with your remittance—today. 





NEW YORK, N. Y. 


($125 will cover an entire year’s subscription.) 


(Wires will be sent you in our Private Code after our 


Three 


Two to three wires 


margin. 
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Firms 
Showing 

Earnings Gains 
of from 7% to 360% 


Fist quarter earnings of 178 important com- 


13 


panies show 73 with gains over same 
period in 1935 of from 7% to 360%, and 
even more. Twenty-one companies gained 


from a deficit in first quarter of 1935 to a 
profit figure in 1936. 


This list in current 
Bulletin will help to guide investors to 
“coming’’ concerns with rapidly increasing 
earnings. You will want to check this list 
for bargain opportunities on the current 
reaction. Also, in same Bulletin is a dis- 
cussion of the 


Outlook for These Stocks 
Amer. Water Works Briggs Mfg. 
United Drug Byron Jackson 
Sunshine Mining Wheeling Steel 
You may have this Bulletin with these valu- 
able analyses and reports, FREE, as an in- 
troduction to the UNITED OPINION Method 
of Stock Market Forecasting—successful for 
over 16 years. 


Send for Bulletin W.S. 36 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. A r Boston, Mass. 


UNITED OPINION 








SHOULD AVIATION 
STOCKS BE BOUGHT? 


There are three or four aviation stocks whick 
should be highly profitable speculations pro- 
vided their purchase is properly timed. A few 
of these stocks should rally sharply in the 


next geners] advance in the Stock Market. 
We have published a concise but complete 
analysis of the aviation industry. In this you 


are told exactly what to do with the stocks of 
more than 20 leading companies—whether to 
BUY, HOLD or SELL. Included in the com- 
panies are AMERICAN AIRLINES, AVIATION 
CORPORATION. BOEING. CURTISS-WRIGHT, 
DOUGLAS. FAIRCHILD, IRVING AIR CHUTE, 
NORTH AMERICAN AVIATION, PAN AMER- 
ICAN AIRWAYS, SPERRY CORPORATION, 
UNITED AIRCRAFT, UNITED AIR LINE 
TRANSPORT, WESTERN AIR EXPRESS and 
many others. 

Simply send us your name and a copy of this 
valuable report will be sent to you ABSO- 
LUTELY FREE. Also an interesting booklet, 
“MAKING MONEY IN STOCKS.”"" No charge 
—no obligation. Just address: 

INC. 
¥. 


INVESTORS RESEARCH BUREAU, 
Div. 39, Chimes Building, Syracuse, N. 











BAYUK. CIGARS INC, 
PHILADELPHIA 


A quarterly dividend of 134% ($1.75 per 


share) on the First Preferred stock of this cor- 
poration was declared payable July 15, 1936, to 
stockhclders of record June 30. 1936 

A dividend of eighteen and three-fourths 
cents (1834¢) per share on the Common stock of 
this corporation was declared payable June 15 
1936, to stockholders of record May 31, 1936 


Checks will be mailed 
John O. Davis 
Secretary 


Mav 12. 1936 








GRAPHS 
AND THEIR APPLICATION 
42 Graph Illustrations, 9 Tables 


By Geo. W. Cole. 
method that can be devised.” Price $7.50. 
£.0.D. when $1.00 is sent with order. 


BERNBEE PRESS 
208 Callander Ave., Dept. E. 
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High Low 
7434 454% 
5444 246 
3414 12% 
447% 28% 

10% 
394 
4 2 
15 3% 
6% 1% 
73% 35 
3334 14 
247% 9% 
8234 124 
387% 13% 
17% 5% 
1934 6% 
2114 94 
6214 3754 
14% 4% 
4514 183% 
26% 9 
241% 6 
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High Low 
23% 165 
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20% 11% 
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25% 114% 
38 4 
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33% 12 
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COMPREHENSIVE 
BROKERAGE SERVICE 


As members of the principal 
exchanges we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities, 
CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 


“Booklet M,’’ giving trading requirements 
and other information, sent on request. 


J.A. Acosta & Co. 














Members 
New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 


N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 


Phone BOwling Creen 9-2380 























Complete Investment | 
and 
Brokerage Service 


Leaflet explaining Margin re- 
quirements sent on request. 


MCCLAVE & Co. 


MEMBERS | 

York Stock Exchange 

York Cotton Exchange 

New York Curb Exchange (Associate) 

67 Exchange Place, New York 
Telephone HAnover 2-6220 








BRANCH OFFICE 
254 Park Ave. at 46th St., N. Y. 

















Full Lots * Odd Lots 





Lapham, Fahy« Co. 
Members New York Stock Excha nge 
29 Broadway, New York 


Uptown Office 
522 Fifth Ave. 


Boston 
21 Congress St. 





Stocks * Bonds * Commodities 


Commission orders executed for 
cash or conservative margin 

















POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Copy 
free on request. Ask for booklet MG6 
Accounts carried on conservative margin. 
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Members New York Stock Exchange 
New York 


52 Broadway 























Established 1898 
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which STOCKS 


Are Still A Buy? 


For long pull holding, which major 
groups can still be purchased? 


ae 
Are You Hedged Against 


INFLATION 


Definite, detailed ways to guard 
yourself against perils of printing- 


press money. @ 


Any Hope For Your 


UTILITIES 


Should you switch into other 
groups? Or have utilities seen the 
worst? 


What To Expect For 


BOND Yields! 


Will your income shrink even 
lower? Is there something you can 
do about it? © 


Write for Above Reports 
GRATIS 


-Babson’s Report 
Dept. 78-77 Babson Park, Mass. 


Send, gratis, copies of reports offered. 
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To the President of a 
Dividend-Paying 
Corporation :— 


Why should you publish your divi- 
dend notices in The Magazine of 
Wall Street? 


You will reach the greatest number of 
potential stockholders of record at the 
time when they are perusing our magazine, 
seeking sound securities to add to their 
holdings. 


By keeping them informed of your di- 
vidend action you create a maximum 
amount of good will for your company, 
which will result in wide diversification 
of your securities among these influential 
investors. 


Place The Magazine of Wall Street 
on the list of publications carrying 
your next dividend notice! 
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Sterling Products. .. 
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Texas Corp 
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Twentieth Century-Fox............. 


U 


Underwood-Elliott-Fisher...... 


Union Carbide & Carbon 


Ys E ) o | reee 
PS Serre 
BONE CRTOOR 2. ccc cc sce cacvce 
I Si es ks eu bree 00 
United Corp. Pfd.................-. 


ypsum 
. Pipe & eta 
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* Annual Rate—not including extras. 
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Public Service of N.J.-0 0000000000. 
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Answers to Inquiries 
(Continued from page 174) 
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pny thus far has been able to keep 
apace with production in the develop- 
ment of new ore bodies. Considering 
the well protected income afforded by 
the stock, together with the protection 
aginst inflation which it provides, we 
we of the opinion that you would do 
well to maintain your long position in 
the issue for the time being, at least. 





WESTINGHOUSE ELECTRIC & 
MANUFACTURING CO. 


To what extent do you believe Westing- 
house Electric reflects future improvement 
in current prices? Do you counsel the re- 
tention of shares bought at 80? Do you 
believe the 75-cent quarterly dividend is 
now permanent? Is a further increase an 
- possibility?—G. W. D., Providence, 


We have been recommending the 
purchase of Westinghouse Electric & 
Manufacturing Co. common stock for 
a considerable period of time, and the 
trend of market and earnings perform- 
ance gives rise to the belief that it has 
not exhausted its longer term market 
possibilities. While it is true, the pres- 
ent high price times earnings ratio to 
wme extent discounts future earnings 
expansion, the levels of industrial ac- 
tivity and business confidence are still 
far from normal and now that produc- 
tion is at a rate to equalize heavy opera- 
tion expenses, further sales volume ex- 
pansion will show a more rapid increase 
in per share results. A comparison of 
1935 and 1934 net sales versus costs 
amply demonstrate this premise. 1935 
ales equalled $122,588,556 against 
$92,158,894 in 1934. Profits from 1935 
sles amounted to $10,874,515 as com- 
pared with a loss of $1,267,434 in 
1934. The first quarter of 1936 re- 
vealed a continuation of the upward 
trend in sales when net income avail- 
able for the combined 79,974 (par $50) 
% participating preferred shares and 
the 2,582,181 (par $50) common 
shares of $3,732,454 was equal to $1.41 
ashare. This compared with $2,326,- 
496 or 87 cents a share on the same 
amount of preferred shares and com- 
mon shares in the March quarter of 
1935. The company in the past has 
always maintained a fairly liberal divi- 
dend policy and, with large cash re- 
erves, it appears likely that the direc- 
tors will increase dividends in line with 
expanding earning power. The largest 
profits in the past have been in the 
heavy equipment field, a branch of in- 
dustry which has been a laggard in the 
general industrial recovery thus far. It 
8 in this field that Westinghouse Elec- 
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Youre using 
1,600,000 pound 


of copPpe! 





When you telephone from New York to San Francisco 
you make use of 1,600,000 pounds of copper. And this 
is but one item in the vast equipment which gets into 
action. You know the Bell System asa reliable public 
servant. You may be interested to think of it also 
as an important user of the nation’s raw materials. 


BELL TELEPHONE SYSTEM 























tric’s potentialities lie, and once busi- 
ness confidence is regained, utility 
companies will be forced to expand 
materially purchases of generating and 
distribution equipment. With a prac- 
tically impregnable financial position 
and adequate current earning power, 
we see no basis for disturbing holdings 
purchased at lower levels with the pro- 
viso, of course, that you are in a posi- 
tion to maintain holdings through any 
periods of market irregularity. 


AMERICAN MACHINE & 
FOUNDRY CO. 


Are the prospects for American Machine 
& Foundry such as to warrant a consider- 
aole advance from this year’s levels? It 
is my impression that this company’s main 
line is cigarette machinery, and tt occurs to 
me there can be no great expansion in de- 
mand. For your information in replying, 
I am more interested in investment than 
trading.—R. S. B., Louisville, Ky. 


We see little in the current picture 
to warrant a considerable advance in 
the shares of American Machine & 
Foundry Co. and, from a purely statis- 
tical viewpoint, the stock is selling at 
a price which more than discounts both 
current and near term future earnings 
prospects. Despite the recent decline 
marketwise, present levels of 22 indi- 
cate a price times earnings ratio of 18 
times net profit of $1,212,539 for the 


year ending December 31, 1935, a fig- 
ure which was equivalent to $1.21 a 
share on the 1,000,000 no par shares 
of issued capital stock. The above net 
profit includes $91,554 proportionate 
earnings of International Cigar Ma- 
chinery Co. not declared as dividends, 
nor included in surplus, and the 1934 
equivalent of this figure was $53,767 
to raise net profits in that year to $1, 
164,200 equal to $1.16 a share. Cur- 
rent assets at the year end, including 
$1,827,780 cash and marketable securi- 
ties, amounted to $3,535,608 and cur- 
rent liabilities, $229,681, which com- 
pared with cash and marketable securi- 
ties of $2,067,363, current assets of 
$3,733,320 and $409,757 current lia- 
bilities at the end of the preceding year. 
The small funded debt was retired in 
1935 so that today the sole capital lia- 
bility consists of 1,000,000 no par come 
mon shares. Income is derived from 
cigarette and cigar making and packing 
machinery, for the most part, rented 
out on a royalty basis which accounts 
for the stability of earning power. New 
high speed cigarette machines, however, 
are usually sold outright, and through 
patent control the organization enjoys 
a virtual monopoly in these fields. In 
recent years, the company has attempted 
to broaden its activities into the bread 
making machinery, metal alloy and 
other supplementary lines, but up to the 
present time this diversification has not 
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progressed to the extent that it is a 
major factor in earnings. The future 
prospect is for moderate gains from its 
supplementary activities and with con- 
tinuing growth of tobacco consumption, 
there is every reason to believe that the 
present assured earning power will un- 
dergo a gradual expansion over a period 
of time but not to an extent to warrant 
a substantial capital appreciation. The 
issue returns an attractive yield of 3.7% 
at present levels, a fair return under 
present easy money conditions, with the 
possibility of an occasional extra divi- 
dend. As you are interested in the 
stock only from an investment stand- 
point, the risks involved in the commit- 
ment are minimized by the stable 
character of the company’s earning 
power. Purchases of the issue on a 
longer term basis should prove profit- 
able while in the interim satisfactory 
dividend disbursements can be antici- 
pated. 


HUDSON MOTOR CAR CO. 


I am informed that Hudson Motor Car 
is making some nice gains, and in view of 
the present position of the market, I should 
like your advice as to whether this is a 
good time to buy.—J. S. E., Dallas, Texas. 


Although Hudson Motor Car Co. 
has long ranked as the largest of the so- 
called independent group of motor car 
manufacturers, the company did not 
escape from depression influences as 
they affected public demand. True, 
the entire industry was severely hit by 
the shrinkage of public purchasing 
power, but the independents even more 
so than the Big Three. In this connec: 
tion, it is interesting to note that Hud- 
son’s sales amounted to some 300,000 
units in 1929, while in 1933, sales to- 
talled only about 40,000 units. These 
figures included both the Hudson and 
Essex models, and sales of the two com- 
bined in 1933 were about 30,000 below 
sales of Hudson's alone in 1929. 1934 
witnessed a turn for the better in the 
fortunes of the company, sales having 
increased in that year some 45,000 units 
over the preceding year. This improve- 
ment was continued throughout 1935 
with the result that a profit amounting 
to 38 cents a share on the capital stock 
was reported, the first since 1930. Re- 
sults of the company in the March 
quarter of this year were most gratify- 
ing with per share earnings of 38 cents 
a share on the capital stock more than 
double the 15 cents a share reported in 
the March quarter of 1935 and equal 
to full year 1935 results. This im- 
provement, according to the manage- 
ment, was due not only to increased 
demand for the new 1936 models, but 
also to greater operating efficiency. It 
has been stated officially that the sec- 
ond quarter of the year began most aus- 
piciously, with total cars shipped al- 
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ready topping total shipments in the 
full year 1935. In view of the man- 
agement’s apparent success in meeting 
the strong competition which exists, es- 
pecially from the larger companies in 
the field, we believe that there is basis 
for optimism toward the company’s 
future. An examination of the balance 
sheet reveals the fact that the company’s 
current position is such that it may con- 
tinue to pursue an active sales policy 
and thereby obtain an increasing share 
of available business. Although the in- 
dustry and the affairs of any one indi- 
vidual company in the industry are 
subject to the vagaries of public de- 
mand, all indications now at hand seem 
to warrant an optimistic attitude toward 
the speculative possibilities of Hudson. 


CURTISS-WRIGHT CORP. 


I have been observing the interest in 
Curtiss-Wright common shares the past 
few months, and now that it has declined 
with the rest of the market, I would be 
pleased to have your opinion on the ad- 
visability of buying it for speculation— 
E. F. J., San Franctsco, Calif. 


Public interest in Curtiss-Wright 
shares undoubtedly springs from the 
realization that aviation has passed the 
experimental stage, and is now enter- 
ing into a period of sound expansion; 
and from the further realization that 
this concern is strongly entrenched in 
the field. This opinion was voiced by 
the president, in his annual report to 
the stockholders, when he said “We be- 
lieve the Aviation Industry is emerging 
from the pioneering stage and that there 
will be a substantial demand for air- 
planes and accessories of which your 
company will receive its share.” Cur- 
tiss' Wright Corp. is a holding company, 
organized in 1929, consolidating under 
one management Wright Aeronautical 
Corp., Curtiss Aeroplane & Motor Co., 
Inc., and others. The company has 
been identified in an important way 
with the aviation industry beginning 
with its earliest stages. It has grown 
with the industry, avoiding too rapid 
expansion in the early stages, and the 
dangers of overcapitalization. The com- 
pany is free of funded debt, and at 
the end of the year 1935 showed total 
current assets of nearly $6,000,000, of 
which $1,300,000 was in the form of 
cash, compared with total current lia- 
bilities of less than $1,400,000. It has 
been the policy of the company to set 
aside a very generous portion of earn- 
ings for engineering and development 
expenses, and while these appropria- 
tions have cut down the amount avail- 
able for stockholders, they have enabled 
the company to maintain a place in the 
front ranks of the industry, and to keep 
pace with developments. During 1935, 
thirty national and international rec- 
ords were established by “Cyclone” 
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powered aircraft, progress was reported 
on the development of three types of 
experimental planes, and in the devel. 
opment of Curtiss controllable pitch 
propeller. Continued extension of the 
foreign market was recorded by Curtiss 
Wright Exchange Corp., subsidiary, 
giving representation in practically 
every foreign nation. While the net 
profit for the year 1935 was equal to 
only $.003 on the “A” stock, against 
earnings of 31 cents a share for 1934, 
the report for the first quarter of the 
current year showed earnings of 27 
cents on the “A” stock against a deficit 
for the first quarter in 1935 equal to 
17 cents a share on that stock. No 
earnings have ever been shown on the 
common, after allowing for the $2 an- 
nual non-cumulative rate on the “A” 
stock. The unfilled orders reported in 
March, 1936, at $12,500,000 approxi- 
mately, compares with that position in 
March, 1935, at less than $7,800,000. 
In April, it was announced that Curtiss 
Aeroplane & Motor Co., Inc., was a 
low bidder on an Army contract call- 
ing for delivery of pursuit monoplanes 
in lots of 25 to 200; and in March, the 
War Department announced its order 
for 512 new aircraft engines to the 
Wright Aeronautical Co. at a cost of 
about $3,850,000. In view of the rec 
ord of operations, its trade position and 
strong financial status, and in considera: 
tion of the favorable prospects, we are 
inclined to endorse your selection of 
the shares of Curtiss'Wright Corp. at 
this time. 


AMERICAN SAFETY RAZOR CO 


I am apprehensive of the effects Federal 
Trade Commission charges may have om 
American Safety Razor Co. I appreciate 
that no one can foretell the outcome; but 
would you, on the basis of its business post- 
lion and earnings prospects, care to com- 
ment on the desirability of continuing to 
hold 50 shares bought at 912?—S. K. B. 
Oklahoma City, Okla. 


Based on the present dividend rate a 
relatively high return is offered to 
holders of American Safety Razor, and 
the dividend is protected by adequate 
earnings and by a strong financial 
status. As a business man’s investznent, 
therefore, the issue merits attention. 
By examining the past record and the 
prospect for future earning power, this 
impression is strengthened further. It 
is evident that the products of this com 
pany have found favor with the public, 
reflecting both the merit of these prod 
ucts, and the ability of the management 
in successfully marketing them. Fur 
ther expansion of sales would naturally 
follow from the application of meth 
ods which have been demonstrated a 
productive of such satisfactory results 
in the past; but in addition to this the 
company is broadening its field of ac 
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Earning Power Told the Story in the Cost of Every Security 
Which Registered A Sustained Advance in 1935... 


—And This Will Be the Trend in 1936 
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Facts, Graphs, Statistics that will help 
make your 1936 investment plans. 


MARKETS 


Analysis of the Stock Market for 1935 
with 1936 Outlook. By the Industrial 
and Security Experts of The Magazine 
of Wall Street. 


—Comparison of earnings of all leading com- 
panies for several years past. 

—New Stock Listings. 

—Stock Market Prices 1934-1935. 

—Over-the-Counter Prices. 

—Curb Market Prices. 


TRADE AND INDUSTRY 


Analysis of the Business Situation from 

the standpoint of recent events and pros- 

pective trend. 

—Money and Finance. —New Industries. 

—Commodities—Including Graphs, Indicating 
Price Trend. 

—Record of Production of Leading Commodi- 
ties and New Production Trend. 


STOCKS 


3 Years’ Earning Record—Present Fi- 
nancial Position. Illustrated with Charts 
and Tables. 


—Railroads —Leather —dOil 
—Public Utilities —Accessories —Tires 
—Food —Textiles —Paper 
—Chain Stores —Mining —Sugar 
—Mail Order —Packing —Shipping 
—Automobiles —Machinery Tobacco 
—Chemicals —Steel —Radio 
—Coal 


BONDS 


—Bond Market Prices for 1935. 
—Analysis of Bond Market for 1935. 
—Bond Financing —Curb Bonds. 
Unlisted Bonds. 





A knowledge of the earnings possibilities of the various industries, and 
the situations in individual companies, is more important now than in 
any recent year. Therefore you need... 


The Magazine of Wall Street’s 


1936 MANUAL 


The fourteenth annual edition of this yearbook of financial, industrial, 
and security facts—prepared in an original style which saves your time, 
yet gives you a complete picture of every important industry, company, 
and security—is essential to every investor. 


— Factual and Interpretative 


A hundred charts and tables illustrate basic conditions in important 
industries, and fully detailed tables give leading companies’ earnings, 
financial positions over a period of years. 


Practically every company of importance is included, whether its securi- 
ties are listed or unlisted. The comprehensive data gives a complete 
record of their progress or decline—points out the future possibilities. 


It can help you to determine which securities to avoid—which should 
be bought or held—enables you to build your investments soundly. 


— Free — But You Must Act Now 


* This 1936 Manual is not for sale. It is prepared for The Magazine 
of Wall Street subscribers—and because of the cost of compiling and 
publishing it can only be offered our yearly subscribers. To secure your 
copy, fill in and mail your subscription today—using the convenient 
order form below. 
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tivities to include other products. Early 
this year, in line with its policy of 
wider diversification, the company ac- 
quired a going concern engaged in the 
production of soap and cosmetics. This 
adds to the line which now includes 
accessories as well as blades and holders, 
and is evidence of recognition by the 
management of the importance of 
product diversification. These consid- 
erations give rise to the expectation 
that future statements of this company 
will record satisfactory earnings, thus 
further protecting returns to stockhold- 
ers, possibly permitting dividend in- 
creases. They also lead us to suggest 
to you the advisability of retaining your 
holdings at current levels. In its report 
for 1935, the company showed a net 
equivalent to $7.27 a share, continuing 
an upward trend in earnings begun with 
the year 1932. Against current lia- 
bilities of roughly $500,000, the com- 
pany had cash and marketable securities 
(at the market) amounting to nearly 
$2,400,000. 


GLIDDEN Co. 


I have been holding 150 shares of Glid- 
den Co. bought at an average of 29. I am 
wondering if, in view of its earnings and 
the considerable market appreciation, this 
might not be a good time to switch? Or, 
do you look for comparable progress in the 
months ahead?—S. B., Des Moines, Iowa. 


It is obvious that, at the present price 
of Glidden shares, investors not only 
recognize results recorded, but possibly 
in some measure discount the probability 
of better results in the future. Never- 
theless, an examination of the position 
of this company with regard to poten- 
tial earning power appears to justify 
such expectations with regard to the 
future. The operations of Glidden Co. 
are divided into two important divi- 
sions, food products and paints. The 
food division has the merit of providing 
a degree of stability to earning power. 
While that department of the business 
is not void of possibilities for expansion, 
it appears likely that more extensive 
development will be seen in the paint 
field. Glidden, in fact, originated as a 
paint company, through the acquisition 
of a number of concerns, long estab- 
lished. In addition to a complete line 
of paints, varnishes and lacquers, the 
company produces basic elements such 
as lithopone, titanium pigments and 
other related products. The company 
itself is a large consumer of the prod- 
ucts of its own factories, but it also 
sells to the trade. Its output is sold 
through its own wholesale and retail 
stores in many of the larger cities of the 
United States and Canada; as well as 
through other retailing organizations. 
Automobile manufacturers, the building 
trade, manufacturers of farm imple- 
ments, of railway equipment, and of 
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furniture are also large consumers of 
its products. For some years Glidden 
has been carrying out a program of ex- 
pansion of its products both in paints 
and in foods, and at the present time 
commands a position among the leaders 
in both fields. Glidden’s sales are keep- 
ing pace with increased public purchas- 
ing power and industrial activity. This 
is shown by the report for the five 
months period ending March 31, 1936 
(the first five months of the current 
fiscal year which ends October 31). 
Sales increased more than 13% com- 
pared with the corresponding period in 
the preceding fiscal year and the out- 
look for further increase is excellent. 
These considerations provide the back- 
ground for our opinion that Glidden 
Co. has not yet, by any means, passed 
the peak of potential earning power. 


PARAMOUNT PICTURES, INC. 


Early this year, I purchased Paramount 
Pictures at 10%. With the stock now 
down some two points from my cost price, 
I am undecided whether to take my loss or 
hold for the pull. Has anything occurred 
in the affairs of this company which would 
change your attitude toward the stock's 
market outlook?—L. M. D., Buffalo, N. Y. 


Although we fully recognized the 
speculative character of Paramount 
common shares, until recently we felt 
that the possibilities of appreciation in 
the market were good. As a result of 
reorganization under Section 77-B of 
the National Bankruptcy Act in April 
of 1935, the company effected a sub- 
stantial reduction in creditor claims 
and raised new funds with which to 
bolster working capital position. Thus, 
with motion picture attendance im- 
proving, the reorganized Paramount 
certainly held promise of reattaining 
sufficient of its pre-depression earning 
power to support considerably higher 
quotations for its common stock over a 
reasonable period of time. However, 
difficulties incident to reconstructing a 
successful film organization were re- 
flected in the first annual earnings state- 
ment of the company, which showed 
for the year ending December 31, 1935, 
a net profit of $3,153,167. Taking 
cognizance of studio troubles during 
the second half of 1935, which resulted 
in the release of high cost pictures, 
which also are reported to have proved 
disappointing in box-office appeal, it 
was necessary to institute an inventory 
write down of $2,500,000 to allow for 
overcosts on pictures made during 
1935. After deducting this special re- 
serve the balance carried to surplus 
amounted to only $653,167 which was 
equal to but $2.61 a share on the 
249,982 shares of 6% first preferred 
(par $100). Paramount’s theater chain, 
on the other hand, has been doing well, 
from this source coming the bulk of 


profits during the first quarter of 193 
which showed a gain of 10% accord. 
ing to government taxes on box-office 
income. However, recovery of earnj 
power to anything approaching former 
levels will depend upon successful films 
economically produced and, recogniy, 
ing this factor, the board of directors 
recently engaged Joseph P. Kennedy, 
former chairman of the SEC, to draft 
recommendations toward reducing costs 
and eliminating losses. Mr. Kennedy's 
picture experience equips him to do a 
job from which much good should ulti. 
mately come. But in the meantime, 
Paramount in common with many other 
movie companies faces many serious 
problems. There is the threat of a 
government anti-trust suit based on the 
industry's practice known as “block 
booking and blind selling,” and an in- 
creasing number of independent pro 
ducers entering the field in competition 
with the larger organizations. Also, 
there has been a trend toward enlarged 
foreign studios, especially the British, 
and the possibility that foreign govern- 
ments may further increase their al- 
ready high importation quotas pri- 
marily aimed at American films. These 
clouds on the movie horizon probably 
account for the recent heaviness in 
Paramount and other picture stocks. 
With little to indicate any early satis: 
factory solution of these problems and 
with the industry now entering its of 
season of the year, we frankly feel that 
unless you are willing to maintain your 
long position in the stock through a 
further period of uncertainty, your 
position could be improved by switch 
ing to issues currently recommended in 
this Magazine. 








Cerro de Pasco Copper Corp. 
(Continued from page 159) 








Thus, it will be seen that the demand 
side of the equation is highly gratify. 
ing. Supply and price, however, are 
something else again. It must always be 
remembered that the world has plenty 
of copper; there are literally moun 
tains of copper in this country, in 
South America, in Africa and prob 
ably elsewhere. Foreign producers are 
operating today under an agreement 
which artificially restricts output and 
past experience shows that such schemes 
have the inherent weakness of being 
subject to sudden and _ devastating 
break-down. Also, because of the large 
potential supply of copper, it is to be 
doubted whether anything in the way 
of a material increase in the world 
price is a reasonable expectation. How 
ever, Cerro de Pasco can be counted 
upon to do very well from its copper 
even though prices become no better 
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than they are today, if only demand 
increases as anticipated. 

Silver in connection with Cerro de 
Pasco has been largely covered; today’s 
price is completely artificial, economic- 
ally unjustified and therefore poten- 
tially dangerous. However, from the 
American political scene come no signs 
of a reversal of policy. The company’s 
gold output is relatively unimportant, 
although the chance of its receiving 
less than $35 an ounce for this metal 
is so remote as to be unworthy of con- 
sideration; if anything it will obtain 
more. Lead and zinc, also relatively 
unimportant, have made gains as has 
copper and face an outlook similar to 
the copper outlook. 

Lacking official information, noth- 
ing can be said of Cerro de Pasco’s 
reserves. In all probability, however, 
they are very large and from a prac- 
tical standpoint are of much less im- 
portance to a stockholder than the sub- 
ject of metal demand and price. 

Selling today at $55 a share, the 
common stock of the Cerro de Pasco 
Copper Corp. affords the very re- 
spectable yield of more than 7 per cent 
on the basis of a regular $4 dividend. 
The company, however, runs all the 
risks inherent in mining. In addition, 
there is the matter of location. Now, 
we in the United States may think 
that our way through the world is one 
of shining brightness and that we are 
respected and loved by other peoples, 
but the fact of the matter is that to 
South Americans we are nothing more 
than interlopers, exploiting their re- 
sources and getting fat on it—and this, 
regardless of the fact that they might 
be unable to do the exploiting them- 
selves. 

In the past, Cerro de Pasco has had 
a lot of trouble with Peruvians and the 
Peruvian Government. Most of the 
farm lands that it operates today were 
taken over as a result of a flood of 
law suits, damage claims for smelter 
fumes. Today everything seems to be 
calm, but one cannot look upon what 
Mexico has done to American capital 
—knowing the Latin American atti- 
tude—without taking at least consid- 
eration of unpleasant possibilities. The 
average Peruvian dislikes the Peruvian 
Corp. (English concern which runs the 
railroads) most, W. R. Grace & Co. 
next, with Cerro de Pasco a close third 
This dislike may well never become 
more than it is today, but we do know 
of what has happened in Mexico and 
that Peru has already in effect laws 
which are a deep scarlet compared with 
most of the New Deal’s efforts. In any 
event, location seems to afford the rea- 
son why a rich, profitable and well- 
managed company such as the Cerro de 
Pasco Corp. is not appraised more gen- 
erously in the open market. This, how- 
ever, is not to say by any means that 
the company’s stock will not prove a 
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by municipal plants. 





290 MUNICIPAL PLANTS 
CHARGED FOR ELECTRICITY....$3.66 


290 PRIVATE PLANTS 
CHARGED FOR ELECTRICITY....$3.31 


om may think that you will get lower electric rates if your 
community goes further into debt and builds its own electric 
plant. It is not certain that you will, however. 

In fact, Dr. Warren M. Persons, famed economist, found in 
1934 that the average bill charged by 290 municipal electric 
plants for 60 kilowatt-hours of energy was higher than the bill 
of 290 comparable private plants. The municipal plants charged 
$3.66; the private plants actually charged $3.80, but 49 cents of 
this was taxes, so the charge for service was really only $3.31. 
Municipal plants are usually exempt from taxes. 

The rate survey of the Federal Power Commission found 
almost a year later that the actual average charge of municipal 
plants for domestic use of 40 kwh. or more a month was higher 
than the average charge of private companies for equal use, even 
without allowing for taxes paid by these companies but not paid 


There is no magic about a municipal electric plant. 


ASSOCIATED GAS & ELECTRIC SYSTEM 














profitable holding in the present setting, 
for today both economic wind and tide 
are with the metals and Cerro de 
Pasco’s difficulties of location are of 
longer-term rather than short-term sig- 
nificance. 








The Factor of Margins in 
Modern Markets 


(Continued from page 153) 








of $10,000 on a commitment, made in 
1,000 shares of stock at 100, he must 
continue to maintain a 55 per cent 
margin, permitting the release of only 
$4,500 for additional commitments. 

It is at once apparent that the Fed- 
eral Reserve Board has no apparent 
concern as to the ultimate fate of the 
margin account, beyond establishing 
the initial requirements. The real fun- 
damental objective behind the regula- 
tions of the Board governing margin 
requirements is the desire to segregate 
as far as possible the use of credit for 
stock speculation from that employed 
in commercial, agricultural or indus- 
trial channels. The serious repercus- 
sions which followed in the wake of 
the collapse of the 1928-29 stock mar- 


ket boom which had been largely 
financed by borrowed capital is still a 
vivid memory. A repetition of this 
situation is the last thing anyone de- 
sires and if it is within the power of 
the Federal Reserve Board to prevent 
it, it is to be hoped that it will not hesi- 
tate to use every means at its disposal. 
Certainly the Board is better equipped 
to cope with a dangerous situation to- 
day than it was in 1929. In 1928 and 
1929, the best that the Board could do 
was to issue vague warnings, raise the 
rediscount rate, thereby increasing the 
cost of credit to all business and in- 
dustry, and sell Government bonds in 
the open market. 

However strongly one may be dis- 
posed to support the objectives of the 
Federal Reserve Board in theory, it 
does not necessarily follow that the 
policies of the Board in actual practice 
are either fully justified or entirely 
equitable. For instance, one might 
well question the necessity of tighten- 
ing margin requirements at this time. 
The thirteen-month rise in security 
prices which culminated early in April 
was one of the most sustained move- 
ments on record. Yet during about 
three-quarters of this period, there was 
but little increase in brokers’ loans. On 
May 1, 1935, loans reported by mem- 
ber of the New York Exchange totalled 
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$804;565,448 and a year later totaled 
$1,063,950,000, an increase of only 
$258,385,000. 

While it is to be conceded that in- 
creasing brokers’ loans imply greater 
speculative activity, there is nothing to 
suggest that speculation was becoming 
the dominant factor in the market that 
it was prior to 1930. What is more 
likely is that the Federal Reserve Board 
felt that the increase, while not danger- 
ous, offered sufficient opportunity to 
test its brakes. Doubtless the Board 
was further impelled by the feeling that 
the market in March and April was in 
a much better position to withstand 
more stringent margin regulations than 
might otherwise have been possible. In 
other words, the Board was doing its 
stitching in time. 

While it is difficult to prove, the 
probabilities are that this action, com- 
ing as it did, deprived the market of 
considerable support which might have 
materialized had not restricted ac- 
counts prevented many traders from 
averaging down or making new com- 
mitments. This situation coupled with 
the unwillingness of specialists and cor- 
porate officials to support stocks lest 
they run afoul of the SEC is un- 
questionably a vulnerable spot in pres- 
ent-day markets and doubtless ac- 
counts for the wide spreads which fre- 
quently occur in bid and asked prices 
in normally active stocks. The thin- 
ness of the market is clearly evident 
when even non-speculative issues drop 
as much as 10 points with a turnover 
of only a few hundred shares. 

Another effect of higher margin re- 
quirements is to restrict considerably 
the activities of the smaller trader, 
which in the aggregate are an impor- 
tant factor in the market as a whole. 
Another angle is the possibility that 
traders may seek accommodations 
abroad. In Canada, for example, it is 
possible to borrow from 75 to 80 per 
cent on stock collateral. There are, 
however, numerous technical difficul- 
ties which would be encountered by 
the average person seeking to make 
loans outside of the country and it is 
not believed that any movement of this 
nature will reach sizable proportions. 

Oddly enough, while the purchaser 
of “long” securities on margin must be 
prepared to put up 55 per cent in 
cash, the minimum margin require- 
ment for a “short sale is only 10 per 
cent, although the majority of brokers 
require 25 per cent. In other words 
the bear operator may take a position 
from two to five times larger than the 
bull for the same amount of margin. It 
is a safe conclusion that professional 
operators took full advantage of this 
situation in the recent decline. The 
implications of this discrimination in 
favor of the short-seller in a declining 
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market are only too obvious. The gen- 
eral public, on the other hand, not fully 
aware of this situation and discour- 
aged to some extent by the SEC re- 
strictions on short selling was scarcely 
represented on the short side during 
the recent decline. 

From this discussion of the more 
salient angles of existing margin regu- 
lations, one thing stands out, and that 
is, regardless of the motives and objec- 
tives which have motivated the several 
changes, they have resulted in subject- 
ing the market to a number of new 
factors, the full significance of which 
will not be known until a further pe- 
riod of time has elapsed. That they 
are likely to materially alter the com- 
plexion of the market as we have come 
to regard it in the past there appears 
to be little doubt. In the final analysis 
of course, higher margins or any other 
medium for discouraging speculation 
or bullish enthusiasm are effective to 
any important degree only when the 
basic economic structure makes them 
so. What has been done so far is 
merely an attempt to insulate com- 
merce and industry from the effects of 
the demand for stock market credit. 
It is impossible to legislate speculation 
out of existence and nothing has been 
done, or can be done, which will rescue 
the individual from the folly of his 
own mistakes. 





World Currencies Today and 
Tomorrow 


(Continued from page 143) 





attacks may be directed against it. 
However, in view of the existing dis- 
crepancy between the internal purchas- 
ing power of the French franc and that 
of currencies of other important Euro- 
pean countries as well as the United 
States, the French may decide to effect 
a reduction in the metallic contents of 
the franc in order to bring it in line 
with the exchanges of her neighbors. It 
is possible that such step will not be 
taken by France alone but will be 
adopted at a monetary conference 
called at the instance of the leading 
powers, where it may be decided to re- 
tain the gold standard as the only de- 
pendable standard but to reduce the 
metallic contents of the few currencies 
which have so far remained on the gold 
standard, namely, the franc, the guil- 
der, and the Swiss franc. That is to 
say, this move may be similar to that 
adopted by Belgium recently, the King- 
dom deciding to retain the yellow metal 
but to reduce the metallic contents of 
the belga. 

Such development is bound to be re- 
garded as a most constructive step in 


that it will indicate a move towards 
sanity in the realm of finance. Geny 
ine expansion of business is predicated 
upon stability of exchanges and a move 
such as suggested above should, on 
careful analysis, lead to a resumption 
of the upward movement in securities 
prices. 

If for some reason the French should 
be unable to effect any important cur. 
rency changes at this time, the strong 
position of the U. S. dollar is bound to 
attract funds to this country. The 
movement may be facilitated by con- 
tinued talk of possible complications on 
the Continent. The recent occupation 
of the demilitarized Rhineland and the 
possibility of another coup on the part 
of Germany affecting that country’s re. 
lations either with Czecho-Slovakia or 
Austria are bound to increase the ten- 
sion in the Old World, and consider. 
able amounts of funds may go west 
ward for safety. 

The United States, however, seems 
to have concluded that Europe has 
ceased to play an important role in our 
affairs, either financially, economically 
or culturally. The threat that unless 
the United States goes promptly to the 
aid of the Old World, Europe and 
Western civilization are in danger, can- 
not be taken too seriously. Europe ap- 
parently does not want to be saved, 
and Western civilization has _ left 
Europe long ago. 


+ * > 


Our Swedish colleague inclines to 
the view that monetary changes in 
Great Britain and the so-called sterling 
bloc countries including Sweden will 
depend largely if not wholly on what 
will take place in the United States. 
He failed to mention London’s pecu- 
liar status caused by the country’s huge 
short term commitments in Germany 
(placed at half a billion dollars) which 
constitutes a source of genuine concern 
to our trans-Atlantic cousins who have 
stubbornly refused to take their medi: 
cine as have other creditors of the 
Reich who have either liquidated their 
engagements at a loss, as have the 
United States and the Netherlands, or 
written them off as has Switzerland. 

What will in all probability happen 
in the course of the next few months 
is the calling of another monetary con: 
ference of the principal countries of 
the world. It is within reason to ex 
pect that at such conference an attempt 
will be made to restore genuine equi’ 
librium in the world monetary systems. 
The gold standard, which, despite nu 
merous experiments, has still proved 
the most dependable standard, will in 
all likelihood be retained. The pound 
and the dollar, which have displayed 
extraordinary stability, will be  stabil- 
ized around current levels. The same 
will apply to the currencies of the so 
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Here are some significant books 


you 


Should not miss: 


. . . and our offer of “Brokerage Technique” with 


every order of books amounting to more than $3.00 


still stands. 


], Fiasco in Ethiopia, Wynant Hubbard, $2.75 


Here is the story of the Ethiopian war as the newspapermen in 
Addis Ababa really viewed it. The war, which they doubted was 
actually being fought, was 350 miles away, and any white man 
who went outside the city limits was in grave danger of death 
and mutilation. Information was almost impossible to get ex- 
cept from government officials who knew little themselves. And 
then, what news did come through had to be thoroughly sifted 
before being sent out. The author tells how the Italian soldiers 
had to be clubbed before being taken aboard transports headed 
for Ethiopia, of the bewilderment of the black warriors in spite 
of their warlike pomp and dress, and compares the barbaric ruler 
of the land noted for its culture and the cultured ruler of a 
barbaric people. With emphasis on the hectic attempts of the 
correspondents to obtain news, no matter how trifling, and the 
cared rivalries that grew up, the book is very entertaining and 
readable. 


2. Hearst, Lord of San Simeon, Carlson & 


Bates, $3.00 


An unauthorized biography of William Randolph Hearst which 
sports a tasty jacket picture showing an octopus clutching Amer- 
ica. It is an exciting story, told with all the fury of Hearst- 
haters, afraid of what he will do next. Dealing primarily with his 
public career, the authors open with a critical study of how the 
Hearst fortune grew in the pioneering days. Going through his 
colorful career, they point out and discuss all the actions of the 
great publisher that have caused much controversy and explore 
the possibilities of his bringing fascism to this country. They 
believe that from his meeting with Hitler, Hearst has derived a 
new vision of power to be obtained by the use of force, suppres 
sion of hostile criticism, and the use of patriotic propaganda for 
preservation of the capitalist system on which he depends. 


3. Patriotism Prepaid, Lewis J. Gorin, $1.00 


The story of the most amazing and amusing youth movement 
America has ever known. Here is a brilliant travesty on mod- 
ern American thought and government—a rousing younger gen- 
eration viewpoint that has caught the imagination of Americans 
and spread like wildfire across the country. It is a movement 
which began as a prank but now bids fair to become one of the 
most powerful public forces ever launched to affect America’s 
future policies. With a deft wit, the first part of the book satir- 
izes the squandering of money on veterans at the expense of the 
deserving veterans and the tax-payer; the second part, no less 
wittily, satirizes the ways by which the money was obtained 
with special reference to the emotional patriotism employed. 


Order now while the supply lasts .. . 


5. Millions of Dictators, Emil Lengyel, $2.00 


Plain John Doe of America, England, France, Germany, Italy 
and Russia is the hero of this book. Mr. Lengyel has travelled 
and talked to the average man in each country and recorded these 
conversations in an amusing and entertaining manner, never lo» 
ing sight of his goal. In this way he has procured a cross-section 
of public opinion, the real factor that controls the rule of dicta- 
tors. Some of the questions that are answered here are: how 
does he stand up under world disaster? Why has he turned to 
new forms of government and what is his relation to his govern- 
ment? Who is this powerful individual who dictates to the dic- 
tators, and in whose hands the fate of the world is placed? Mr. 
Lengyel’s answers to these questions and his picture of John Doe 
provide a reappraisal of contemporary life, stimulating in its 
implications, and provocative of discussion. 


6. William Randolph Hearst, American, 
Mrs. Fremont Older, $4.00 


The authorized biography of Hearst. This time, however, it is writ- 
ten from a more personal angle supplemented by personal letters, 
and a great deal more mention of his finer qualities than there is 
in “Lord of San Simeon.” The biographer speaks proudly of 
Hearst’s part in the Spanish-American war, and covers many differ- 
ent “crusades” engaged in by Hearst. She tells of his relationship 
to his family and his love of art and goes to great length describ- 
ing his wonderful collections. There have been other men with 
dazzling power like his, but, she says, few have had so much fun 
out of it. It is apparent to anyone that there has, in all history, 
never been a parallel to the life of this tremendous character. 
The authorized and unauthorized biographies are so different 
that they should both be read in order to get a full picture of 
this colorful person. 


7. Borah of Idaho, Claudius O. Johnson, $3.00 


Since he first went to the Senate in 1907 Borah has been the 
supreme individualist of Congress and a figure of international 
importance whom the people of Europe have come to look upon 
as one of the key men in world affairs. Mr. Johnson, with access 
to private papers has sketched a fine and honest portrait. He 
explains and documents Borah’s political stand, playing up the 
consistency of his position. Throughout one sees him as an 
intelligent, constructive liberal representing the enlightened 
thought of the middle west. His attitude in the war, his stand 
on peace, prohibition, woman suffrage, the League of Nations, 
disarmament, the soldier’s bonus, the recognition of the Soviets, 
and the problems of the New Deal are all carefully and 
clearly developed. 





4. An Atlas of European His- 
tory, Horrabin, $1.50 


An unusually helpful little book which 
gives the reader at a glance a full back- 
ground of any European country he might 
want to know about. The maps are sup- 
plemented by brief pages of explanation 
covering all the most significant events in 


bered 1. ( 


the history of each nation. It is the ideal 
thing to have at one’s elbow while reading NAME ........ 
current news in order to clarify anything STREET ...... 
that may be vague without knowledge of 
what has gone before. Here is history (|: £) eas 
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called sterling bloc countries. France, 
Holland and Switzerland will retain 
the gold standard but will in all proba- 
bility decide upon a reduction in the 
metallic contents of their respective 
currency units—a measure similar to 
that adopted by Belgium. It may also 
be deemed desirable to enable other 
European countries which have re- 
tained a theoretical gold standard by 
means of all sorts of governmental re- 
strictions (Italy) or manipulations 
(Germany) to effect a genuine cur- 
rency reform by means of huge credit 
operations. Great Britain will probably 

very anxious to obtain financial aid 
for Germany which would enable her 
to save her large stake in the Reich. 
America will be appealed to on the 
ground that genuine recovery cannot 
be expected unless the entire Conti- 
nent is restored to economic normality; 
and that unless European recovery is 
made possible, Europe and Western 
civilization will be in danger of com- 
plete disintegration. It is hoped and 
expected that America’s spokesman at 
the Conference will not be beguiled by 
Europe's plea. 








Westinghouse Air Brake Co. 
(Continued from page 170) 








as of April 1 totaled 13,562 as com- 
pared with 482 at the same time last 
year. Furthermore, there are several 
very sizable inquiries in the market. 

Despite the fact that railroads con- 
tinue to be burdened with rising costs, 
mandatory wage increases and pension 
provisions, late gains in traffic have 
apparently provided the necessary 
stimulus to the purchase of new rolling 
stock and the undertaking of long de- 
ferred repairs to used equipment. Re- 
gardless of whether rehabilitation of 
railroad equipment takes the form of 
repairs or new purchases, Westinghouse 
promises to be a leading beneficiary. 
The company is the foremost manu- 
facturer of air brakes, air compressors, 
automatic couplers, etc. A subsidiary, 
the Union Switch & Signal Co., is a 
leading manufacturer of signalling 
equipment and railroad safety devices, 
while other subsidiaries operate in 
various European countries. Westing- 
house manufactures the A-B brake, a 
comparatively recent development cap- 
able of much greater braking efficiency, 
and specified by the Association of 
American Railroads as required equip- 
ment on all new freight cars. This, 
from the company’s standpoint, is a 
factor of considerable potential im- 
portance. 

Despite the company’s close associa- 
tion with an industry which early suc- 
cumbed to the adversities of the de- 
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pression, Westinghouse Air Brake was 
well prepared to ride out the economic 
storm by such anchors to windward as 
a simple capital structure, a large port- 
folio of income-producing investments 
and ample cash resources. Otherwise, 
the company would have been unable 
to continue the payment of dividends 
without interruption, for in the four- 
year period ended with 1934 dividends 
exceeded earnings by almost $10,000,- 
000. Yet at the end of 1935, current 
assets amounted to $29,334,118 of 
which cash and marketable securities 
accounted for $17,317,249, while cur- 
rent liabilities were less than $4,000,- 
000. The company has no funded debt 
or preferred stock, the 3,172,110 shares 
of stock comprising the entire capitali- 
zation. 

Last year the company reduced 
the stated value of its capital from 
$47,581,661 to $34,893,218, half of the 
surplus thus created to be paid out in 
cash dividends and the balance to be 
retained as paid-in surplus. The re- 
sulting dividends total $2 a share and 
are to be disbursed over a period of two 
years at the rate of 25 cents quarterly, 
the first having been paid on April 30 
last. 

Last year the company reported net 
profits of $922,076. This was equal to 
30 cents a share for the stock, and was 
largely attained in the final quarter of 
the year. The upsurge in the com- 
pany’s business which materialized in 
the closing months of last year carried 
through into the first quarter of the 
current year and a net profit of $513,- 
613, equal to 16!4y cents a share, com- 
pared with a loss of $174,250 in the 
first three months of 1935. “Orders 
booked in the first quarter this year 
totaled about $6,000,000 as compared 
with a high total for any quarter since 
1931 of $3,700,000. At 36, the com- 
pany’s shares are some twelve points 
below their 1936 high and offer an at- 
tractive speculative opportunity for par- 
ticipation in the ultimate recovery of a 
major industry. 








Northern Pacific Railway 
(Continued from page 165) 








1934 the extra disbursement was 
$2,500,000 and in 1935 it was 
2,300,000. 


The Northwestern Improvement Co. 
has been a valuable asset of the North- 
ern Pacific. The former operates the 
coal properties of the latter. It also 
has served as an investment company 
for the Northern Pacific, and as al- 
ready indicated, has been in a position 
to pass along substantial extra divi- 
dends, as well as the regular 4 per cent 
annual disbursements. 


President Donnelly, regarded in rail. 
road circles as one of the ablest and 
most prominent of the newer type of 
railway executives, has guided the 
affairs of Northern Pacific safely 
through the period of depression. Al- 
though known for his conservatism, 
he told the writer only recently that 
he looked for substantial improvement 
in both the gross and net earnings of 
this company for the balance of this 
year over the corresponding period of 
last year. All the associates of Mr. 
Donnelly in the management of North 
ern Pacific are conservative. So are the 
directors. 

Some years ago, when railroad con- 
ditions were regarded as normal, How- 
ard Elliott, then chairman of the 
Northern Pacific, used to take pride in 
showing the writer that, although up 
to the middle of August the 5 per cent 
dividend then being paid, had not been 
fully earned, the company was able to 
show from $8 to $9 a share for the 
stock for the full fiscal year. Attention 
has been directed to the material im- 
provement, this year, in gross earnings 
of Northern Pacific during the pro- 
verbially lean months of the fiscal pe- 
riod. It is altogether possible that, with 
reasonably good crops this year, with 
a larger Burlington dividend in June 
and December and with an extra divi- 
dend from the Northwestern Improve- 
ment Co., Northern Pacific will show 
a substantial net income over fixed 
charges for 1936. 

While, of course, the regular sources, 
products of agriculture, mines, forests 
and manufactures and miscellaneous 
classifications must be depended upon 
for the greater volume of freight traffic 
and gross earnings, it should be realized 
that Northern Pacific has a new and 
important source of traffic in the Grand 
Coulee Dam that is being built in the 
Columbia Basin of the Columbia River, 
in the State of Washington. Work 
was begun on this project last year and 
will go forward again, on a consider 
ably larger scale this year, it is ex’ 
pected. Northern Pacific realized 
$700,000 or more from the movement 
of materials for this gigantic project. 
It is estimated that the revenues from 
this source this year will be double 
that amount. 


An idea of the size of this project 
may be had from a few official figures. 
The estimated cost of the dam and 
power plant ultimately is $172,000, 
000. It will be capable of developing 
1,890,000 kilowatts, or 2,520,000 horse- 
power—an amount equal to the elec’ 
tricity used for household purposes in 
1934 by 68,328,000 Americans, or 
more than half the nation’s population 
at that time. 

It is further estimated that 10,900 
persons in industry are at work mak- 
ing the materials used, in addition 
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to 4,000 actually employed at the dam. 
Important irrigation development is 
contemplated as part of the project and 
a 50-year program looks to the grad- 
val reclamation of 1,200,000 acres of 
as fertile land as is to be found in the 
United States. An estimated additional 
expenditure of $225,000,000 is contem- 
plated for the reclamation work. 

It is easy to be seen, therefore, that 
this project has great possibilities for 
revenues for Northern Pacific, in addi- 
tion to those derived from the hauling 
of construction materials. 








Coming Changes in 
Motordom 
(Continued from page 151) 








vocates. Diesels will be a long time in 
becoming popular for passengers cars, 
despite the existence of automatic and 
flexible transmissions. Both front and 
rear wheels will be independently 
sprung in the future car. 

Herbert Chase sees today’s cars as 
uncomfortable, unwieldy and _ exces- 
sively heavy. Tomorrow’s car will have 
a more compact powerplant and a 
larger proportion of available space will 
be turned to useful purposes. He, too, 
sees the elimination of running boards, 
but unlike Mr. Wolf sees only a limited 
life for the engine in the front. Mr. 
Chase’s future car will be better stream- 
lined, have wheels enclosed and set as 
close to the front and rear as possible; 
it may have a radial or barrel-type two- 
strike engine; independent spring sus- 
pension will not necessarily be univer- 
sal, although such a system may well 
be used at the rear for the purpose of 
gaining clearance or because there 
might possibly be less interference with 
the rear mounting of the motor. 

Neither of these two opinions ap- 
pears to be overly imaginative or far- 
fetched. Almost everything foreseen is 
either actually being produced today or 
is the subject of experimentation. The 
Lincoln Zephyr with its unit body and 
frame, its attenuated running boards, 
and the rear-engined Stout Scarab il- 
lustrated on these pages, with movable 
seats and neither running boards nor 
door handles, are pointing the way. 
As the industry patterns itself more on 
these two cars, it is going to bring great 
change to automobile accessory com- 
panies and the widespread world which 
caters to the automobile. 

In the progress made so far from the 
depths of depression, the automobile ac- 
cessory companies have been in the van- 
guard. A long string of deficits has 
become a long string of substantial prof- 
its and stockholders have benefited from 
increased and extra dividends. One 
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Dividends and Interest 








Imperial Oil Limited 
Dividend 


Notice to Shareholders and the Holders of 
Share Warrants 


NOTICE is hereby given that a semi-annual 
dividend of twenty-five cents (25c) per share 
and a special disbursement of thirty-seven and 
one-half cents (37%c) per share, both in 
Canadian currency, have been declared and 
that the same will be payable on or after the 
lst day of June, 1936 in respect to the shares 
specified in any Bearer Share Warrants of the 
Company of the 1929 issue upon presentation 
and delivery of Coupons No. 45 to any Branch 
of: 


THE ROYAL BANK OF CANADA, in Canada. 


The payment to Shareholders of record at 
the close of business on the 15th day of May, 
1936, and whose shares are represented by 
registered Certificates of the 1929 issue, will be 
made by cheque mailed from the offices of the 
Company on or before the 30th day of May, 
1936. 

The transfer books will be closed from the 
16th day of May to the 30th day of May, 
1936, inclusive, and no Bearer Share Warrants 
will be ‘‘split’’ during that period. 


The Income War Tax Act of the Dominion 
of Canada having been amended, effective April 
lst, 1933 to provide that a tax of 5% shall be 
imposed and deducted at the source on all 
dividends payable by Canadian debtors to non- 
residents of Canada the above mentioned tax 
will be deducted from all dividend cheques 
mailed to non-resident shareholders and the 
Company’s Bankers will deduct the 5% tax 
when paying coupons to or for account of non- 
resident shareholders. Ownership Certificates 
will be required by the paying Bankers in re- 
spect of all dividend coupons presented for 
payment by residents of Canada. 


Stockholders resident in the United States 
are advised that a credit for the 5% Canadian 
tax withheld at source is allowable against the 
tax shown on their United States Federal in- 
come tax return, If it is desired to claim such 
credit on the return the United States tax au- 
thorities require the receipt or certificate of the 
Canadian Commissioner of Income Tax for 
such payment. In order for the taxpayer to 
secure such proof from the Canadian Commis- 
sioner it is necessary for the United States 
stockholder to submit, at the time of cashing 
hie dividend coupon, an ownership certificate on 
Canadian form 2601. Only in this way can the 
Canadian Commissioner identify the withheld 
Canadian tax with the specific recipient of the 
dividend in order to furnish the necessary in- 
dividual receipt. If Forms 2601 are not avail- 
able at local United States banks, they can be 
secured by requesting the same from the Com- 
pany's office or at any branch of The Royal 
Bank of Canada, in Canada, 


BY ORDER OF THE BOARD, 
F. E. Holbrook, Secretary. 


56 Church Street, 
Toronto, Ontario. 








Atlas Corporation 
Dividend No. 27 on Preference Stock 


NoTICcE IS HEREBY GIVEN that a dividend 
of 75¢ per share for the quarter ending 
May 31, 1936, has been declared on 
the $3 Preference Stock, Series A, of Atlas 
Corporation, payable June 1, 1936, to 
holders of such stock of record at the close 
of business on May 20, 1936. 
Water A. PETERSON, Treasurer. 


May 6, 1936. 











LOEW’S INCORPORATED 


“THEATRES EVERYWHERE" 
May 8th, 1936. 
HE Board of Directors on May 6th, 1936 
has declared 9 quorterly dividend of 50c 
ner share on the Common Stock of this Com- 
pany, payable June 30th, 1936 to stock- 
holders of record at the cl »se of business on 

June 12th, 1936. Checks will be m ‘iled. 

DAVID BERNSTEIN 


Vice Presiden: & Treasurer 








International Petroleum 
Company, Limited 


Notice to Shareholders and the Holders of 
Share Warrants 


NOTICE is hereby given that a semi-annual 
dividend of 75c per share and a special disburse- 
ment of 50c per share, both in Canadian Cur- 
rency, have been declared, and that the same 
will be payable on or after the Ist day of June, 
1936, in respect to the shares specified in any 
Bearer Share Warrants of the Company of the 
1929 issue upon presentation and delivery of 
coupons No, 45 at:— 


THE ROYAL BANK OF CANADA, 
King and Church Streets Branch, 
Toronto, Canada. 


The payment to Shareholders of record at the 
close of business on the 22nd day of May, 1936, 
and whose shares are represented by registered 
Certificates of the 1929 issue, will be made by 
cheque, mailed from the offices of the Company 
on the 29th day of May, 1936. 


The transfer books will be closed from the 
23rd day of May to the Ist day of June, 1936, 
inclusive, and no Bearer Share Warrants will 
be ‘‘split’’ during that period. 


The Income Tax Act of the Dominion of 
Canada having been amended, effective April 
Ist, 1933, to provide that a tax of 5% shall be 
imposed and deducted at the source on all di- 
vidends payable by Canadian debtors to non- 
residents of Canada, the above mentioned tax 
will be deducted from all dividend cheques 
mailed to non-resident shareholders and the 
Company’s Bankers will deduct the 5% tax 
when paying coupons to or for account of non- 
resident shareholders. Ownership Certificates 
will be required by the paying Bankers in 
respect of all dividend coupons presented for 
payment by residents of Canada. 


Shareholders resident in the United States 
are advised that a credit for the 5% Canadian 
tax withheld at source is allowable against the 
tax shown on their United States Federal In- 
come Tax return. If it is desired to claim such 
credit the United States Tax authorities require 
evidence of the deduction of said tux. In order 
to secure such proof Ownership Certificates 
(Form No. 601) must be completed in duplicate 
and the Bank cashing the coupons will endorse 
both copies witb a certificate relative to the de- 
duction and payment of the 5% tax and return 
one Certificate to the shareholder. If Forms No. 
601 are not available at local United States 
banks, they can be secured from the Company's 
office or the Royal Bank of Canada, Toronto. 


By order of the Board, 

J. R. CLARKE, Secretary. 
56 Church Street, Toronto 2, Canada. 
12th May, 1936. 











MOTOR WHEEL 
CORPORATION 
Dividend Notice 


Lansing, Michiga® 
May 5th, 1936 


The Board of Directors today 
declared a quarterly dividend of 
twenty-five cents (25c) per share 
on the common stock payable June 
10, 1936 to stockholders of rec- 
ord May 20, 1936. 


C. C, Carlton, 
Secretary. 




















UNDERWOOD ELLIOTT FISHER COMPANY 

A dividend of $1.75 a share on the Preferred 
stock and a dividend of 75¢ a share on the Common 
stock of Underwood Elliott Fisher Company will be 
payable June 30, 1936, to stockholders of record 
at the close of business June 12, 1936. 

Transfer books will not be closed. 

C. 8. DUNCAN, Treasurer 
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must, however, always keep an open 
mind in regard to the automobile ac- 
cessory companies, for the business is 
inherently speculative and a profitable 
line may be ruined overnight by the in- 
troduction of some new device. At the 
moment it looks as if the most profitable 
accessory companies were hesitating, 
while the more marginal concerns are 
coming forward to make a better rela- 
tive showing. 

So far as the automobile industry 
itself is concerned, increasing prosper- 
ity should continue to place the accent 
upon the medium priced car. As a 
matter of fact the so-called medium 
priced car is now so little removed from 
the low priced car that it has again be- 
come a question whether or not there 
exists a big untapped field below the 
Ford, Chevrolet and Plymouth. Ford 
is again rumored to be thinking about 
a small “eight” without all the trim- 
mings of the big V-8—a car similar to 
the smaller Ford being produced by 
Ford, Ltd., in England. On the other 
hand, the statement that he is produc- 
ing a small engine in Detroit may be 
true and at the same time without deep 
significance because of its being produc- 
tion designed for shipment abroad. At 
any rate, of one thing one can be cer- 
tain, should Ford create another class 
under the present low priced class, 
General Motors will quickly dust off 
the plans for the little four-cylinder 
Chevrolet that it nearly introduced a 
few years ago and that, if Chrysler has 
not now plans for a little Plymouth, it 
will not take him long to devise some. 








Commercial Credit Co. 
(Continued from page 167) 





yet Commercial Credit in that year 
earned a profit of $6,254,000 on a 
financing volume of $442,807,000, as 
compared with a profit of $7,800,000 
last year on a financing volume of 
$525,999,000. In 1929 its interest and 
discount charges were $6,416,000 and 
in 1935 they were only $1,353,000. 
Obviously, its profits last year—due 
to the drastic decline in interest and 
discount charges paid as compared with 
1929—-would have been fabulous if 
it had maintained the high 1929 rates 
charged its debtors. 

As it was, the lender had the better 
part of the bargain and was able to 
earn about 17 per cent on the com- 
pany’s own capital. That, however, 
was not a record high rate, having been 
attained as early as 1913 in the second 
year of Commercial Credit’s existence 
and having been exceeded in several 
of the subsequent years. For the ten- 
year period 1920-1929 this return on 
invested capital averaged 13.43 per 
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cent, not a bad showing in any field 
of commercial endeavor. 

The present reduced rates on motor 
financing, as represented in the simpli- 
fied and so-called “6 per cent” plan, 
were not in effect throughout last year. 
It is a reasonable estimate that to off- 
set this change, in its effect upon pro- 
fits, will require a gain this year of 
about 15 per cent in volume of receiv- 
ables handled. The volume gain in the 
first quarter was approximately 33 per 
cent, with the result that earnings per 
share of common for the period were 
$1.64, against $1.10 for the first quar- 
ter of 1935. 

There is no expectation of fur- 
ther general lowering of installment 
finance charges. On the indicated gain 
in motor financing for the year, to- 
gether with substantially larger per- 
centage gains in industrial financing, 
we conclude that earnings of $6.35 per 
share for the twelve months ended 
March 31 will not only be maintained 
but will be moderately bettered for the 
calendar year 1936. 

This being a business in money, thete 
is no property account or other aspect 
of the company’s financial status to be 
taken into account. The capitalization 
is 193,718 shares of 5 per cent con- 
vertible preferred stock and 1,166,932 
shares of common. The present 52 
per cent preferred—itself the result 
of an extensive refunding program last 
year—will soon be refunded with a 
similar issue of lower rate, probably 
414 to 44 per cent, depending on pre- 
vailing market conditions at time of 
issue. 

On the whole, weighing all factors 
pro and con, our judgment is that the 
common around §8 is one of the cheap- 
est equities on the list and is entitied 
on its record and prospect to substan- 
tially higher appraisal. 





More Dollars for Less Wheat 
(Continued from page 157) 





described in detail the various trade 
barriers, tariffs, quotas, compulsory 
proportions of domestic flour in the 
miller’s mix of various countries, the 
fantastic domestic prices maintained 
here and there to subsidize agriculture, 
and the export bounties necessary to 
protect the sellers of surplus sent 
abroad. It makes a jig-saw puzzle seem 
simple by comparison. The one com- 
paratively free market is Liverpool, 
and other prices in the world move- 
ment are usually based on the Liver- 
pool figure. 

If as seems most likely from current 
outlook, we harvest just about enough 
wheat to care for our own needs— 
around 650 million bushels—our price 





will probably drift along without any 
spectacular movement. The regulation 
of commodity exchanges has put an end 
to any such speculation, as the famous 
Leiter-Armour struggle, when _ this 
writer watched from his office window, 
in Chicago, the barges come down the 
Lake, wheat laden for Armour; on 
every bushel, Leiter taking a loss and 
reshipping to Liverpool. No such bat- 
tles any more. 

If we are to have, then, only our 
domestic requirements to consider, the 
farmer is interested, not in foreign ex- 
changes, but merely in the purchasing 
power of the farm dollar. Just at this 
time, this happens to be an 86-cent dol- 
lar, as compared with 100-cent dollar 
we assume that he had in 1910-1914. Of 
course from the farmer’s standpoint 
this is not enough yet it is so great an 
improvement that it cannot but mean 
increased purchases in the wheat belt 
and stimulation of business in a great 
many lines not commonly associated 
with agriculture. What is more this 
purchasing power may grow greater. 

The slender proportion of our carry 
over is reflected in the current estimate 
of mill stocks showing only 86,096,541 
bushels held as against 140 million 
bushels on December 31, 1935, and 87 
million bushels a year ago. In both 
cases these are very short crop re- 
mainders. Wheat on farms, as of Janu- 
ary 1, is estimated at 159,390,000 bush- 
els, but every review of the situation 
discounts uncertainly this volume be- 
cause of its lack of quality. Total dis- 
appearance, including all imports and 
figuring up to the end of the crop year, 
June 30, is estimated to run to 655 mil- 
lion bushels. 

As a final and all important factor 
in the world market, there remains the 
world carry over, the sum of all the 
wheat in hand, on land and afloat, on 
farms and in mill stocks, all flour in 
terms of wheat wherever it can be 
counted. The normal level is about 
600 million bushels and figures up or 
down from that line are watched in 
every wheat market in the world, from 
Vladivostock and the once great wheat 
port of Odessa, to Winnipeg and Puget 
Sound ports. The market shifts to a 
buyers’ market when the supply falls 
below the 600 million level and the 
buyers turn indifferent and listen for 
offerings if runs well above that level. 

The accompanying table conveys 
some picture of the world wheat mar- 
ket and movement and carry over. 

All in all, it would appear that the 
wheat situation is to improve. World 
carry over is below rather than above 
normal. Crop conditions could be much 
more favorable than they appear at the 
moment. Prices can stand a lot of im- 
provement and the improvement should 
begin to appear by the time the new 
wheat is coming to market. 
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Significant Foreign Events 
(Continued from page 155) 








al 


Each year after the middle of April, 
the Chancellor of the Exchequer pre- 
snts to the House of Commons the 
state of the nation’s finances. The 
Budget of April 21, 1936, is one of 
the most interesting of the post-war 
period, and reveals the consecutive 
monetary steps taken by the national 
government since the crisis of 1931. 

The present British Cabinet, func- 
tioning for nearly five years, has suc- 
ceeded in its three primary aims: (1) 
the stabilization of public finances by 
the re-establishment of budgetary equi- 
librium, (2) the restoration of public 
credit by lightening the debt burden 
through the conversion of outstanding 
loans, (3) the revival of economic pros- 
perity in turn fostered by budgetary 
equilibrium and fortified by sound pub- 
lic credit. Not only has the budget 
been balanced during the past two 
years, but the national balance-sheet on 
March 31, 1936, shows a surplus of 
£3,000,000—has permitted the prior 
payment of £14,000,000 in additional 
credits—the amortization of £4,500,000 
of the public debt. Hence national 
credit is perhaps in a sounder condition 
at present than in any other country. 
Industrial production exceeded the 
1929 figure, recording an official index 
of 103 based on that year; the value of 
retail sales consistently increased dur- 
ing past months; unemployment cor- 
respondingly decreased. The Chancel- 
lor of the Exchequer attributes the re- 
vival of economic prosperity to the two 
factors of moderate protective tariffs 
and the maintenance of low interest 
rates. Before the tariff revision, the 
deficit in the balance of payments ex- 
ceeded 104 million pounds, in 1935- 
1936 it showed an excess of 36 million. 

On the other hand, the Chancellor 
frankly warned Parliament against an 
attitude of smug optimism. The uncer- 
tainty of the international situation has 
necessitated the appropriation of arma- 
ment credits for the coming fiscal year 
of £158,000,000 and these credits will 
become larger during succeeding years. 
To meet armament expenditures, cur- 
rent receipts will not prove sufficient. 
The question facing the Treasury is 
whether the prospective deficit shall be 
met by borrowing or by taxation. For 
the moment the Treasury resorts to 
taxation, three pence a pound on in- 
come, two pence a pound on tea. In 
order to prevent the breakdown of the 
industrial structure by over-taxation 
and to allocate a legitimate portion of 
the costs of national security to future 
generations from which they will bene- 
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fit, government financing at a later date 
will include the issue of long-term 
loans. 

The provisions of the current Eng- 
lish budget merit careful scrutiny by 
the voting public in other countries. 
They throw into clear relief the prin- 
cipals of orthodox finance and the im- 
mense benefits which accrue to any 
country which has the courage and pru- 
dence to put these principles into prac- 
tice. 





Happening in Washington 
(Continued from page 145) 








campaign is likely to be authorita- 
tively presented to the people as 
the Republican Party vs. the United 
States. At the last count there were 
135 “executive” publicity men on the 
government payrolls who were working 
overtime turning out documentary am- 
munition for the New Deal,—at least, 
in effect. 

Iterated and reiterated praise of 
thousands of government transac- 
tions as laudable, remarkable, con- 
structive and otherwise brilliantly 











successful do not require to have an | 
arrow pointing to the Democratic | 


party to show which way to vote in | 


order to reward all these excellent | 


performances. And the radio, too. 


—Well, you know all about that | 
and what a lead any government 


official from dog catcher up has over 
any private person for claims on 
free ‘‘sustaining features” time. 


Almost any time some Hon. Im: | 


personation of Uncle Sam is likely 
to assail you with an account of his 
admirable activities. 


Happy days for labor are here, 
with the Administration slavering all 





over it, but the executive council of the | 


American Federation of Labor mulling 
over things in its present session here 
is rather dour. Whither are we drift- 
ing? ask some of the grayheads. John 
L. Lewis has won the steel province 
from the A. F. of L., and with his 
miners’ $500,000 Roosevelt campaign 


fund and formal indorsement of the | 


President as labor’s man has virtually 
compelled Green to plump for the 





Democrats whilst advising against for- | 


mal indorsement of any party. If 


Roosevelt is re-elected Lewis will be | 


the right labor bower—vertical unions | 


sublimated in the warmth of White | 


House favor. But already there 
begins to appear just the situation that 
Samuel Gompers shuddered at in the 
war days, when, as now, the Adminis- 
tration was pampering labor. Why pay 
dues to the union when the Govern- 
ment is doing a better job for you than 











Dividends & Interest 

















(OriMERCIAL iT [RUST 


CORPORATION 


Convertible Preference Stock, 
Optional Series of 1929, Dividend 


A regular quarterly dividend on the Convertible 
Preference Stock, Optional Series of 1929, of 
COMMERCIAL INVESTMENT TRUST 
CORPORATION has been declared pavable 
July 1, 1936, to stockholders of record at the 
close of business on June 5, 1936, in Com- 
mon Stock of the Corporation at the rate of 
3/104 of 1 share of Common Stock per share of 
Convertible Preference Stock, Optional Series 
of 1929, so held, or, at the option of the holder 
(exercisable in the manner stated in the Certifi- 
cate of Designation, Preferences and Rights of 
the Convertible Preference Stock, Optional 
Series of 1929), in cash at the rate of $1.50 for 
each share of Convertible Preference Stock. 
Optional Series of 1929, so held. 

The Corporation at least five days before such 
record date will mail to Convertible Preference 
Stockholders notice of this dividend together 
with a form of written order which must be 
executed and filed with the Corporation on or 
before June 15, 1936 by any Convertible Prefer- 
ence Stockholder desiring that his dividend be 
paid in cash rather than in Common Stock. The 
transfer books will not close. Checks, stock 
certificates and scrip will be mailed. 


Convertible Preference Stock, 
$4.25 Series of 1935, Dividend 


A regular quarterly dividend of $1.06 on the 
Convertible Preference Stock, $4.25 Series of 
1935, of COMMERCIAL INVESTMENT 
TRUST CORPORATION has been declared 
payable July 1, 1936, to stockholders of record 
at the close of business on June 5, 1936. The 
transfer books will not close. Checks will be 


mailed. 
Common Stock—Stock Dividend 


A special dividend payable in Common Stock, at 
the rate of 1 share for each 5 shares held, has 
been declared on the Common Stock of COM- 
MERCIAL INVESTMENT TRUST COR- 
PORATION, payable on or before June 1, 1936, 
to stockholders of record at the close of business 
May 18, 1936. Checks in lieu of fractions of 
shares distributable by reason of such stock 
dividend, based upon the bid price for Common 
Stock of the Corporation on the New York 
Stock Exchange at the close of business on the 
date on which such Common Stock sells ‘‘ex”’ 
the stock dividend will be paid to stockholders 
entitled thereto. The transfer books will not 
close. Stock certificates will be mailed on or 
before June 1, 1936. and checks in lieu of fractions 
of shares will be mailed shortly thereafter. 


Common Stock—Cash Dividend 


\ regular quarterly dividend of 90 cents per 
share in cash has been declared on the Common 
Stock (including shares issuable as a stock divi- 
dend above mentioned) of COMMERCIAL IN- 
VESTMENT TRUST CORPORATION, pay- 
ible July 1, 1936, to stockholders of record at 
the close of business June 5, 1936. The trans- 
fer books will not close. Checks will be mailed. 

JOHN I. SNYDER, Treasurer 
May 7, 1936. 








THE ELECTRIC STORAGE BATTERY CO. 
The Directors have declared 
from the Accumulated Surplus 
of the Company a quarterly 
dividend of Fifty Cents ($.50) 
per share on the Common Stock 
and the Preferred Stock, payable June 30, 
1936, to stockholders of record of both of 
these classes of stock at the close of business 
on June 8, 1936. Checks will be mailed. 
WALTER G. HENDERSON, Treasurer. 
Philadelphia, May 15, 1986. f 
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As handy as a time table 
—Complete as a dictionary 
—Essential as a passport 





How often have you wished to 
know the line of business rep- 
resented by some security in 
which you are interested? 
The exchange on which it is 
listed? 

The ticker symbol? 

The number of shares out- 
standing? The funded debt, 
if any? 

The par value? The dividend 
rate? 

When it is payable? 

Last year’s earnings, and the 
year before? Interim earn- 
ings for this year and last year? 
Last year’s high and low price? 
These are the facts “Adjustable 
Stock Ratings” gives each 
month on all the 1540 leading 
common and preferred stocks 
on the New York Stock Ex- 
change and New York Curb 
Market. 


Finally, terse, analytical com- 
ments, by qualified experts 
point out the most important 
factors to be considered—leave 
you in no doubt as to your pros- 
pects as an investor. 


112-pages revised and pub- 
lished monthly, handy pocket 
size—Adjustable Stock Ratings 
is only $2.50 a year — worth 
many times this if you should 
profit by only one hint or sug- 
gestion. 





The Magazine of Wall Street 
90 Broad Street, New York 


(J I enclose $2.50. Send me ADJUST- 
ABLE STOCK RATINGS monthly for 


one year. 
Name 


Address 














New York Curb Exchange 











Active Issues 
Quotations as of Recent Date 














1936 1936 
Price Range Price Range 
Recent Recent 
Name and Dividend High w Price Name and Dividend High Low Price 

Alum. Co. of Amer......... 152 87 122 Glen Alden Coal (1)........ 18% 18% 14 
Amer. Cyanamid B (.60).... 4034 294% 353 Gulf Oil of Pa. ($.25)....... 98 712 83 
Amer. Gas & “—r (1.40) . 433, 8334 385% Hall Lamp ({.10).......... 834 5% 7 
Amer. Lt. & T. | ee 5 17% 20% Hudson Bay M. & S. (1) 287% 2234 27 
Atlas Corp. (4.40 Peat h  io 164% 11% 12% Humble Oil (1)............ 6% 687% 61 
Bower Roller Bearing (1). 29% 20% 2 Imperial Oil (*.50)......... 24145 20 
SS 10% 15% 854 Iron Fireman (1)........... 314% 2334 24 
Pere 713% 3 454 Lake Shore Mines Sys ye 5914 61 56 
Cities Service Pfd.......... 59%, 4114 50% Lynch Corp. (2). _ 3454 41 
Colum. G. & E. cv. Pfd. (5).. 114 93 10244 ueller Brass (.80) . 2314 28 
Commonwealth _.— @. . 112 7 9914 National Sugar Ref. (2) saa 23 
Compo Shoe (.50 16 114% 18% New Jerse a (2) 3 6944 79 
Consol. Gen Balt (3. 60). 92 84 90% Newmont Mining (2)....... 9634 744, #85 
Ere 1 24 2734 Niagara Hudson Pwr....... 1134 1% 8 
Creole Petroleum (t. _* 3434 19% 28% Niles-Bement-Pond........ 447% 28 
Doehler Die Casting........ 353, 28 30 Pan-Amer. Airways (1)..... 663, 453% 57 
Driver Harris (1).......... 39 2844 28 Pepperel Mfg. (3).......... 7016 65% 59 
Elec. Bond & Share 2514 15% 18% Perfect Circle (2)..... 1s oe 3144 36 
Elec. Bond & Share’ Pfd. (6).. 87 7434 «17% Pitts. Pl. Glass (*2) 140 9814 125 
Ex-Cell-O A. & T.......... 354 1444 16% Sherwin-Williams (4)....... 145144 117 121 
Ferro Enamel iso) seseeeee. 4044 283 32% South Penn Oil (*114)...... 40% 32144 35 
Flintkote A (1.7 45 36 36% United Shoe Mach. (*2.50).. 90 83 86% 
Ford Mot. of og “ay ( +.50). 32 25144 2544 * Includes extras. t+ Paid last year. 
eee 93 69 77 t Paid this year. 
the union could ever do? Okay, but friend of the people, and the Repub 


what will you do when the Gov. says 
that privileges imply obedience, and 
soft snaps mean hard knocks if disci- 
pline be necessary? All of which means 
that some of the old craft leaders see 
the U. S. headed for the same servile 
fate that has overtaken labor in Ger- 
many, Italy and Russia. . . . And if a 
Republican victory sidetracks that fate, 
they say, consider where organized 
labor will be in a Republican regime 
after having fought the G.O.P. to the 
death. 


Politics moves stolidly on to a 
Landon victory at Cleveland. There is 
no enthusiasm about the movement— 
only a small minority of delegates. But 
many feel that Landon fits the mood 
of the nation—they being people who 
have more hope of Republican victory 
than others. Their thought is that in- 
articulately the citizens who control 
critical elections in America have made 
up their minds that they are going to 
make an end of Rooseveltism in a work- 
manlike manner, efficiently and with- 
out snare drums. Take it for what it’s 
worth but an acquaintance of mine who 
has just driven across the continent 
talking to everybody on the way, re- 
ports that 4 out of 5 of the rank-and- 
file he met have turned away from 
Roosevelt: Fed up, they explain. 


Borah has made a good showing, 
without organization; but he has failed 
to show that convincing popularity 
which Ham Fish predicted. As _ his 
hopes peter out, his conviction of evil 
in the rest of the leaders grows steadily. 
They are no company for an honest 


lican party becomes more and more a 
club of the fat boys whose vision is re- 
stricted by upward projections of por: 
cine jowls. Prediction: This time Borah 
will not be content with pouting, he 
will bolt and take the stump for 
Roosevelt. 








Monsanto Chemical Co. 
(Continued from page 148) 





actual return in cash dividends, stock 
dividends and the value of “rights” has 
been more than satisfactory to share: 
holders who have retained their in 
terest over any considerable period. 
Moreover, handsome long-term appre’ 
ciation in the value of the equity has 
been additional large reward. 


Three Hundred Products 


In the several Monsanto laboratories 
nearly one hundred chemists, physicists 
and engineers are constantly searching 
for products and methods that will 
serve new purposes or that will im 
prove or cheapen old services. Last 
year the company spent $687,978 on 
research, the largest such expenditure 
in its history and an amount equiva’ 
lent to approximately 17 per cent of 
net consolidated profit. 

Each year several new products are 
added to a list already exceeding 300 
chemicals which enter into fifty diverst- 
fied industries. Whether you are aware 
of it or not—and you probably are 
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not—dozens of these chemicals are 
grving you every day from your morn- 
ing shave and drive to the office to the 
time of switching off the light at night 
and pulling the bed covers around you. 
Almost everything that you eat, wear , 
or use has, somewhere in its processing, 
involved the use of one or more of these 
300 chemicals. 

There was a time, earlier in its career, 
when the Monsanto list was far more 
limited and confined chiefly to pharma- 
ceuticals. Scores of these are still im- 
portant Monsanto profit makers, in- 
duding such fine chemicals as aspirin, 
saccharin, vanillin, coumarin, caffeine, 
acetphenetidin, benzoates and phenol- 
phthalein. In later years, especially, 
there have been added such heavy 
chemicals as sulphuric acid, nitric acid, 
muriatic acid, chlorine, phenol, sodium 
sulphate and sulphite, caustic soda and 
fertilizers. 

Indeed, the full list of products— 
accelerators, intermediates, lacquers, 
santicizers and a host of others—would 
make a page of names and numbers so 
much Greek to the lay reader. 

Steel, rubber, textiles, agriculture, 
medicine, paints, petroleum, food, 
leather and paper are a few of the basic 
fields from which Monsanto derives its 
business. 


Plants and Subsidiaries 


The company’s chief subsidiaries are 
the Merrimac Chemical Co., engaged 
mainly in manufacture of industrial 
acids, lacquers, aluminum sulphate, 
glauber salts, ethyl acetate, sodium sul- 
phide, etc.; the Monsanto Petroleum 
Chemicals, Inc., which is engaged 


chiefly in research work in petroleum 
chemicals, a field of vast potentialities; 
the New England Alcohol Co. (55 per 
cent owned), which makes alcohol and 
dry ice; the Provident Chemical Works, 
makers mainly of calcium phosphates; 
the Monsanto Chemical Co. of Ala- 
bama, which produces principally phos- 
phoric acid, sodium, ammonium and 
calcium phosphates; aluminum oxide, 
ferro phosphorous, calcium carbide and 
so forth; the Swann Fertilizer Co.; the 
Swann Mining Co.; and Monsanto 
Holdings, Ltd., the British subsidiary 
supplying an important foreign de- 
mand for a numerous list of pharma- 
ceuticals and industrial chemicals. 

Among the projects contemplated in 
the $6,000,000 expansion program now 
in preparation are the erection of a 
phosphate treatment plant near Colum- 
bia, Tenn., and power plant improve- 
ments at Monsanto, IIl. 

Plants are situated at St. Louis; 
Monsanto, IIl.; Nitro, W. Va.; Cam- 
den, N. J.; Norfolk, Va.; Everett, 
Mass.; Carondelet, Mo.; Anniston, 
Ala.; Sunderland, England; and Rua- 
bon, North Wales. 

The working capital of Monsanto is 
slightly in excess of $9,000,000 and 
fully adequate for the business handled. 
Financial management with respect to 
depreciation and reserves is notably 
conservative, and conservatism likewise 
extends to officer remuneration. From 
the top down the policy is especial in- 
centives for especial results. Thus the 
salary of President Queeny last year 
was $26,927 and his bonus $32,833; 
salary of Vice-President Charles Bel- 
knap $26,927; bonus, $19,169; salary 
of Vice-President J. W. Livingston, in 








MARKET STATISTICS 


N. Y. Times 
N. Y. Times ~—-Dow-Jones Avgs. -60 Stocks. 
40 Bonds’ 30 Indus. 20 Rails High Low Sales 
Monday, April 20..... . 86.77 152.40 46 41 122.16 119.59 1,654,930 
Tuesday, April 21........... 86.70 153 36 46 15 120.96 118.75 1,881,190 
Wednesday April 22......... 86.72 154.92 46 62 121.93 120.71 1,203,640 
Thursday, April 23.......... 86.24 151.08 44.79 121.44 117.35 2,062,630 
UA ce | ae 86.30 151.54 44.68 119.33 117.12 1,655,920 
Saturday, April 25........ 86.42 151.93 44.93 119.99 118.99 536,370 
Monday, April 27..... cosjee GOO 147.05 43.01 119.39 115.09 2,303,340 
Tuesday, April 28.......... 85.87 146.75 43.40 116.52 114.44 2,231,520 
Wednesday, April 29........ 85.66 143.65 42.30 116.25 113.35 1,786,620 
Thursday, April 30......... 85.56 145.67 43.28 115.92 112.07 2,309,280 
RORY AO Deed a:b 2-0 9 6 85.72 147.07 43.51 117.05 115.71 1,162,390 
Saturday, og ee 85.76 146.41 43.39 116.54 115.60 401,800 
Monday, May 4............ 85.78 146.96 43.52 116.88 114.49 1,071,020 
Tuesday, May 6...... 86.02 148.56 43 86 118.46 116.98 1,174,690 
Wednesday, May6......... 86.31 149.73 44 58 118.83 117.22 1,131,370 
Thursday, May 7...... 86.08 147.14 43.75 118.35 116.06 1,005,560 
Friday, May 8....... 86.02 146.87 43 47 116 67 115.61 778,630 
Saturday, May 9..... 86.11 147.85 43.75 117.55 116.74 341,610 
Monday, May 11.... 85.96 146.85 43.38 117.69 116.16 677,120 
Tuesday, May 12........ . 86.00 146.70 43.29 117 63 116.01 599,120 
Wednesday, May 13........ 86.09 147.90 43.72 117.70 116.73 585,790 
Thursday, May 14.. 86.50 151.49 44.99 120.09 118.21 1,391,430 
Friday, May 15..... 86.61 151.60 45.21 120.53 118.99 985,590 
Saturday, May 16 86.66 161.42 45.11 120.32 119.85 249,300 





KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 


number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





**ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


‘‘TRADING METHODS”’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


MARGIN REQUIREMENTS 
McClave & Co. have prepared a leaflet 
explaining margin requirements. A copy 
will be sent on request. (891) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 


MAKING MONEY IN STOCKS 


This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 











You can profit by 
the new business 
and market trends 


© Every issue of THE Maca- 
ZINE OF WALL STREET brings 
you a clear picture of the 
many far-reaching develop- 
ments in business, economics 
and politics—two to three 
months ahead of the regular 
“news” channels. 


¢ It can keep you posted on 
your present investments— 
point out new opportunities. 


Zo profit ad | 
pointing issues, for 


The MAGAZINE of WALL STREET 
90 Broad St., New York, N. Y. 

(C1 I enclose $1.00. Send me the four Is- 
sues of The Magazine of Wall Street be- 


ginning with your next issue. 


(0 If you would like to have this special 


offer cover eight issues instead of four, 


check here and enclose $2.00. 
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Active Issues 


Quotations as 


: Asked 
American Book Co. (4) 73 
Canadian Celanese........ 
Climax Molybodenum (.80) 
Celumbia Bro: 


PUBLIC UTILITIES 
Alabama Power Pfd. (7) 6814 
Carolina Power & Light Pfd. (7).. 87 
Central Maine Power Pfd. (7).... 65 
Columbus Rwy. Pwr. & Lt. Pfd. (6) 10914 
Consumers Power Pfd. (6) 10414 
Dayton Power & Light Pfd. (6)... 10914 


charge of production, $17,500; bonus 
$29,441; salary of G. Lee Camp, vice- 
president in charge of sales, $17,500, 
bonus $27,941; salary of Lloyd F. 
Nickell, chairman of Monsanto Chem- 
ical, Ltd., $27,500; bonus $19,527; 
salary of William M. Rand, vice-presi- 
dent of Merrimac Chemical, $20,262, 
bonus $13,611. 

“Personnel,” observes President 
Queeny, “is the motivating force and 
the greatest asset of any progressive 
organization. Raw material for future 
executives must be sifted and developed. 
Hence, many of the most prominent 
universities, which are recognized lead- 
ers in chemistry, are visited regularly. 
The most promising graduates or post- 
graduates are interviewed, and those 
with special appeal are offered employ- 
ment. 

“Trees die from the top; industrial 
organizations also. Therefore, we are 
feeding our roots with carefully selected 
young men; we are pruning so the most 
vigorous shoots may thrive.” 

Enough said. Plainly the Monsanto 
of John Francis Queeny was built well, 
and the Monsanto of today is being 
built still better. 





Four More Years of 
Roosevelt 


(Continued from page 139) 








as well as of proof of the excellence of 
his inconsistency, and continue fear- 
fully therein until the end. . . . Or, he 
may have a hunch to play safe, culti- 
vate the generosity of fortune and de- 
vote his second term to a safe and 
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of Recent Date 


Bid 
Jersey Central Pwr. & Lt. Pfd.(7).. 93 
Kansas Gas & Electric Pfd. (7)... 11114 
Kings Co. Ltg. Pfd. (7) 95 
Long Island Ltg. Pfd. (7) 82 
Nebraska Power Pfd. (7) 111% 
New Jersey Pwr. & Lt. Pfd. (6)... 10314 
Pacific Power & Light Pfd. (7).... 76'% 
Tennessee Elec. Power Pfd. (6)... ‘7 
Tennessee Elec. Power Pfd. (7)... 6534 
Texas Power & Light Pfd. (7).... 102 
Utica Gas & Elec. Pfd. (7) Ye 
TELEPHONE & TELEGRAPH 


American Dist. Tel., N. J. (4)..... 114 
Mountain States Tel. & Tel. (8)... 137 
Northwestern Bell Pfd. (614)..... 117% 
Peninsular Telephone (.60)....... 19% 
Southern New England Tel. (6)... 14014 


* Includes extras. { Paid this year. 


cautious consolidation of his real gains 
for industrial democracy and social jus- 
tice, “with malice toward none and 
charity for all.” 

Incredible! you may exclaim. On the 
contrary, nothing is incredible in the 
future of a solo leader who has had 
such an incredible past of promise and 
performance in reverse. 

Should some unforeseeable quip of 
fate give Mr. Roosevelt another four 
years in office alongside a frankly hos- 
tile Congress he might develop a martyr 
complex. Denied the spotlight of vic- 
torious leadership, he might and prob- 
ably would seek personal illumination 
by caustic denunciation of his oppo- 
nents, obstructive tactics in legislation 
and subtle strategy in administration. 


If retribution should overtake Roose- 
velt in his second term in the shape of 
a cruel demonstration of the immuta- 
bility of economic law, the liberty 
which has been imperilled by the mis- 
eries of his first term may be rescued 
by the hardships of his second. In the 
agonies of inflation and the pains of 


returning economic intelligence we 
regain that love of liberty of which ¢ 
President has so little to say in his 2@ 
to give us other blessings. The day 
may come when we will all recall ¢ 
Herbert Hoover once said: " 
“The purification of Liberty from 
abuses, the restoration of confidence ig: 
the rights of men, the release of the 
dynamic forces of initiative and enter 
prise are alone the methods by which 
... solutions can be found for many off 
our difficulties and the purpose of} 
American life assured.” tig 





As I See It 
(Continued from page 135) 








awakened people who, under the lead 
ership of Mussolini, are no longer con} 
tent to live in the shadow of past glory, | 
but dream of a future in which 
will equal the greatness of their an | 
cestors. They threw the gauntlet at | 
the feet of England when the Italian” 
Senate proclaimed Rome's sovereignty } 
over Ethiopia and created King Victor” 
Emmanuel III Emperor of the com 
quered province. 

Will English leadership measure up 
to what is required of it in this new 
crisis? Here is Britain, on the one 
hand, representing the peak of estab 
lished power with a century of de | 
veloped control over wealth in far 
flung Empire back of her—and Italy, 7 
on the other, possessed of a great de 
termination for conquest and expan) 
sion. 

England will have use for every 
ounce of wisdom in a struggle to hold 7 
her supremacy and to maintain her 
grasp on her possessions she must be” 
ever on the defensive. The Italians, on 7 
the other hand, have nothing to lose and | 
everything to gain by taking the vigor” 
ous offensive. The weapon of Musso | 
lini will be boldness, backed by care J 
fully planned strategy. It will be inter] 
esting to see how Downing Street will 
meet it. . 
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The Utilities in Regulation and Recovery 
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